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FOREWORD 


This  is  a  summary  of  the  health  insurance  provisions  of  Public  Law  89-97 
as  enacted  on  July  30,   1965.     It  is  issued  as  an  aid  in  acquainting  SSA 
personnel  with  the  provisions.     No  attempt  has  been  made  to  include 
legal  or  policy  interpretations. 

The  numbering  system  used  in  the  summary  is  for  reference  purposes  only 
and  is  not  intended  in  any  way  as  a  cross-reference  to  the  numbered 
chapters  in  the  present  Claims  Manual. 

A  summary  of  the  old-age,  survivors,  and  disability  insurance  provisions 
is  being  issued  under  separate  cover. 


Prepared  by 

Division  of  Health  Insurance 
Policy  and  Standards 
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INTRODUCTION 


The  Social  Security  Amendments  of  19&5  add  to  the  Social  Security  Act 
provisions  for  two  related  health  insurance  programs  for  persons  65  or 
over: 

A.  a  "basic  plan,  set  out  in  part  A  of  a  new  Title  XVIII,  which  provides 
protection  against  the  costs  of  hospital  and  related  care;  and 

B.  a  voluntary  supplementary  plan,  provided  in  part  B  of  Title  XVIII, 
which  gives  insurance  protection  against  the  cost  of  medical  and  other 
health  services  (including  physicians'  services),  and  home  health 
services,  which  are  not  paid  for  "by  the  basic  plan. 

The  "basic  plan  (part  A)  will  he  financed  through  a  separate  payroll  tax 
and  a  separate  trust  fund.     Under  a  transitional  provision,  people  who  are 
already  age  65  or  over  and  who  are  not,  and  will  not  he,  upon  filing  the 
appropriate  application,  entitled  to  either  monthly  social  security  or 
railroad  retirement  benefits  will  with  certain  exceptions  be  deemed 
entitled  to  such  benefits  solely  for  purposes  of  part  A  benefits,  and  such 
benefits  to  them  will  be  financed  out  of  general  revenues. 

Enrollment  in  the  supplementary  plan  (part  B)  is  voluntary  and  will  be 
financed  by  a  monthly  premium  (which  initially  will  be  $3)  paid  by  the 
enrollee  and  an  equal  amount  paid  from  general  revenues.     The  premiums  for 
social  security  and  railroad  retirement  beneficiaries  who  choose  to  enroll 
will  be  deducted  from  their  cash  benefits. 

Recipients  of  cash  assistance  payments  who  are  neither  entitled  to  social 
security  nor  railroad  retirement  benefits  can  be  enrolled  in  the  supple- 
mentary plan  by  the  State;  the  State's  request  for  this  arrangement  must 
be  made  before  January  1,  1968. 

The  premiums  for  annuitants  under  the  Civil  Service  Retirement  Act,  or 
other  act  administered  by  the  Civil  Service  Commission  providing  retire- 
ment or  survivorship  protection,  who  are  neither  social  security  nor 
railroad  retirement  beneficiaries,  will  be  collected  by  deduction  from 
their  annuity  payments.     Such  procedures  can  also  be  utilized  if  the 
individual  wishes  with  regard  to  the  premiums  due  on  behalf  of  such 
individual's  spouse  if  the  spouse  is  not  entitled  to  OASDI  or  RR  benefits. 

Enrollees  whose  premiums  are  not  collected  under  one  of  the  above-mentioned 
arrangements  would  pay  their  premiums  to  the  Government. 

The  amendments  of  1965  provide  that  nothing  in  the  health  insurance 
provisions  shall  be  construed  as  authorizing  any  Federal  employee  to 


exercise  any  supervision  or  control  over  the  practice  of  medicine,  the  way 
in  which  medical  services  are  provided,  or  the  administration  or  operation 
of  medical  facilities.     The  amendments  also  specify  that  any  individual 
who  is  entitled  to  health  insurance  benefits  is  free  to  obtain  services 
from  any  participating  institution,  agency,  or  person  who  is  willing  to 
provide  him  with  the  services. 


100.     HOSPITAL  INSURANCE  BENEFITS  FOR  THE  AGED 
(Part  A--The  Basic  Plan) 


101.     TYPES  OF  BENEFITS 
Part  A  "benefits  are  payments  for: 

A.  inpatient  hospital  services, 

B.  post-hospital  extended  care  services, 

C.  post-hospital  home  health  services,  and 

D.  outpatient  hospital  diagnostic  services 

furnished  an  eligible  individual  in  the  United  States.     (Payment  may  also 
be  made  for  emergency  inpatient  hospital  services  furnished  outside  the 
United  States  in  certain  limited  circumstance s--§  105H. ) 

102.     EFFECTIVE  DATES 

Ao     Benefits  will  "be  payable  for  covered  hospital  and  related  health 

services  which  are  furnished  on  or  after  7/1/66,  except  that  "benefits 
for  post-hospital  extended  care  services  will  he  payahle  for  services 
furnished  on  or  after  1/1/67. 

B.     Benefits  will  be  payable  for  post-hospital  extended  care  services  or 
post-hospital  home  health  services  only  if  the  discharge  from  the 
hospital,  which  is  required  to  qualify  such  services  for  payment, 
occurs  after  6/30/66  and  in  a  month  in  which  the  individual  is  at 
least  age  65. 
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103-     BENEFITS  PROVIDED 

A.     Scope  of  Benefits 

1.  Services  for  Which  Payment  May  Be  Made  Under  Part  A  to  Eligible 
Individuals 

a.  Inpatient  hospital  services  for  up  to  90  days  during  any  spell 
of  illness  (see  §  301  for  definition  of  "spell  of  illness"). 

b.  Post-hospital  extended  care  services  for  up  to  100  days  during 
any  spell  of  illness. 

c.  Post-hospital  home  health  services  for  up  to  100  visits  during 
the  1-year  period  after  discharge  from  a  hospital  or  extended 
care  facility  and  "before  the  "beginning  of  the  next  spell  of 
illness. 

d.  Outpatient  hospital  diagnostic  services. 

2.  Special  Provision  for  Inpatients  of  Psychiatric  or  TB  Hospitals 

If  an  individual  is  in  a  psychiatric  or  TB  hospital  on  the  first 
day  of  the  first  month  for  which  he  is  entitled  to  part  A  benefits, 
the  days  on  which  he  was  an  inpatient  of  such  hospital  in  the  90- 
day  period  immediately  before  such  first  day  of  entitlement  must 
be  counted  in  determining  the  90-day  limit  mentioned  in  (l) (a) 
above  but  not  in  determining  the  190-day  limit  with  reference  to 
inpatient  psychiatric  hospital  services  mentioned  in  (3)  below. 

3.  Maximum  on  Coverage  of  Inpatient  Psychiatric  Hospital  Services 

Payment  may  not  be  made  for  inpatient  psychiatric  hospital  services 
after  such  services  have  been  furnished  to  the  beneficiary  during 
his  lifetime  for  190  days.     Days  of  service  charged  to  the  indi- 
vidual which  were  prior  to  the  first  day  on  which  he  was  entitled 
to  part  A  benefits  are  not  included  in  determining  this  limitation. 

k.     Limitation  on  Payment  for  Post-Hospital  Home  Health  Services 

a.     Payment  under  part  A  for  home  health  services  is  limited  to 
the  first  100  visits  during  the  1-year  period  following  the 
most  recent  discharge  from  a  hospital  involving  a  stay  of  at 
least  3  days,  or  from  an  extended  care  facility,  in  which  he 
was  an  inpatient  entitled  to  part  A  benefits,  and  before  the 
beginning  of  a  new  spell  of  illness. 
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Id.     The  method  of  determining  the  number  of  visits  to  be  charged 
as  the  result  of  furnishing  various  items  or  services  will  be 
prescribed  in  regulations. 

5.     When  Services  Furnished  Count  Toward  the  Maximums 

Inpatient  hospital  services,  inpatient  psychiatric  hospital 
services,  post-hospital  extended  care  services,  and  post-hospital 
home  health  services  count  toward  the  maximums  only  if: 

a.  payment  for  the  services  is  made,  or 

b.  payment  for  the  services  would  "be  made  if  a  request  for 
payment  was  properly  filed  and  certified  by  a  physician  to  be 
necessary  and  the  services  had  been  furnished  within  the 
limits  on  the  duration  of  such  services. 

B.  Deductibles 

1.  The  Inpatient  Hospital  Deductible  and  Coinsurance  Amounts 

The  amount  payable  for  inpatient  hospital  services  furnished  an 
individual  during  any  spell  of  illness  is  reduced  by  the  amount 
of: 

a.  the  inpatient  hospital  deductible  (discussed  in  (6) (a)  below), 
or  if  less, 

b.  the  charges  imposed  for  such  services,  except  that  if  the 
customary  charges  for  such  services  are  greater  than  the 
charges  so  imposed,  the  customary  charges  will  be  considered 
the  charges  imposed. 

The  amount  payable  is  further  reduced  by  a  coinsurance  amount 
equal  to  one-fourth  of  the  inpatient  hospital  deductible  for  each 
day  after  the  60th  day  and  through  the  90th  day  of  inpatient 
hospital  services  furnished  during  a  spell  of  illness.  Initially, 
this  coinsurance  amount  for  inpatient  hospital  services  will  be 
$10  a  day  (after  the  60th  day). 

2.  Deductible  for  Post-Hospital  Extended  Care  Services 

The  amount  payable  for  post-hospital  extended  care  services 
furnished  an  individual  during  a  spell  of  illness  is  reduced  by  an 
amount  equal  to  one-eighth  of  the  inpatient  hospital  deductible 
for  each  day  after  the  20th  day  and  through  the  100th  day  on  which 
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he  is  furnished  such  services.     Initially,  this  coinsurance  amount 
for  the  extended  care  services  will  be  $5  a  day  (after  the  20th 
day). 

3.     Deductible  for  Post-Hospital  Extended  Care  Services  in  a  Christian 
Science  Sanatorium 

Post -hospital  extended  care  services  in  Christian  Science 
sanatoriums  are  covered  for  up  to  30  days  in  a  spell  of  illness. 
The  patient  pays  $5  a  ^-7  f°r  each  day  services  are  furnished  him 
(§  325). 

h.    Amount  Deducted  for  Outpatient  Hospital  Diagnostic  Services 

The  amount  payable  for  outpatient  hospital  diagnostic  services 
furnished  during  a  diagnostic  study  is  reduced  by  an  amount  equal 
to  the  sum  of:     (a)  one-half  the  inpatient  hospital  deductible 
applicable  to  a  spell  of  illness  beginning  in  the  same  calendar 
year,  and  (b)  20  percent  (coinsurance)  of  the  remainder  of  such 
amount.    A  diagnostic  study  consists  of  outpatient  hospital 
diagnostic  services  provided  by  (or  under  arrangements  made  by) 
the  same  hospital  during  a  20-day  period.    A  period  begins  on  the 
first  day,  not  included  in  a  previous  diagnostic  study,  such 
services  are  furnished  to  an  eligible  individual. 

The  deductible  amount,  referred  to  in  (a)  above,  for  outpatient 
hospital  diagnostic  services  under  part  A  for  a  year  counts  as  an 
incurred  expense  under  part  B  for  such  year  (§  203B). 

5.  Deductible  for  Cost  of  First  Three  Pints  of  Blood 

The  amount  payable  under  part  A  for  services  furnished  an 
individual  during  a  spell  of  illness  is  reduced  by  the  cost  of 
the  first  three  pints  of  whole  blood  furnished  him  during  such 
spell  if  not  replaced. 

6.  Deductible  Amounts 

a.  The  inpatient  hospital  deductible  will  be  $40  for  any  spell  of 
illness  beginning  before  19&9j  the  deductible  for  a  diagnostic 
study  ((B)  (10  above)  will  be  $20  over  the  same  period. 

b.  Each  year,  beginning  in  1968,  the  Secretary  will  determine  the 
amount  of  the  deductible  applicable  for  the  succeeding  year  on 
the  basis  of  the  ratio  between  the  average  hospital  per  diem 
rate  for  inpatient  hospital  services  furnished  beneficiaries 
under  the  program  during  the  preceding  year,  and  the  rate  for 
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1966.     The  figure  thus  derived  will  "be  rounded  to  the  nearest 
multiple  of  §k  (or,  if  it  is  midway  between  two  multiples  of 
to  the  next  higher  multiple  of  $4). 


10k.     ELIGIBILITY  FOR  BENEFITS 

A.  OAS I  and  RR  Beneficiaries 

Every  individual  who,  after  6/30/66 

1.  has  attained  age  65,  and 

2.  is  entitled  to  monthly  OASI  benefits  or  is  a  "qualified  RR 
"beneficiary", 

is  entitled  to  hospital  insurance  "benefits  (under  part  A)  for  each 
month  he  is  so  entitled  (subject  to  the  limitations  in  (C)  and  (D) 
below) . 

An  individual  whose  entitlement  is  terminated  by  death  is  entitled  to 
part  A  services  for  the  month  in  which  he  died. 

A  person  is  a  "qualified  RR  beneficiary"  if  the  RRB  has  determined 
that  he  is  entitled  to  a  RR  annuity,  or  could  become  entitled  by 
ceasing  compensated  service  and  filing  an  application  for  such  annuity, 
or  is  the  spouse  of  an  individual  which  spouse  could  be  entitled  if  the 
individual  ceased  employment  and  filed. 

B.  Transitional  Provisions  for  Uninsured* 

A  person  can  be  entitled  to  part  A  benefits,  under  the  transitional 
provisions  for  the  uninsured,  only  if  he 

1.  has  attained  age  65; 

2.  attained  age  65  before  1968,  or  has  not  less  than  3  quarters  of 
coverage,  whenever  acquired,  for  each  calendar  year  elapsing 
after  1965  an(3-  "before  the  year  he  attained  age  65; 

3.  a.     is  not  a  qualified  RR  beneficiary  and 


*These  provisions  are  to  be  distinguished  from  the  transitional  insured 
status  provisions  under  which  certain  persons  at  age  "J2  may  become  entitled 
to  OASI  benefits  on  the  basis  of  3,  k,  or  5  quarters  of  coverage. 
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t>.     is  not  and  upon  filing  application  for  monthly  OASDI  benefits 
would  not  be  entitled  to  such  benefits; 

h.     is  a  resident  of  the  U.S.,  and  is 

a.  a  citizen  or 

b.  an  alien  lawfully  admitted  for  permanent  residence  who  has 
resided  in  the  U.S.  continuously  for  5  years  immediately 
preceding  the  month  in  which  he  files  application  under  these 
provisions;  and 

5-     has  properly  filed  an  application  under  these  provisions  for 
hospital  insurance  benefits  (under  part  A). 

Subject  to  exceptions  set  out  below,  a  person  meeting  these  require- 
ments will  be  deemed,  solely  for  purposes  of  entitlement  to  such 
hospital  insurance  benefits,  to  be  entitled  to  monthly  OASI  benefits. 
Such  deemed  entitlement  ends  with  the  month  of  his  death,  or  if 
earlier,  the  month  before  the  month  in  which  he  becomes  (or  upon 
filing  could  become)  entitled  to  OASI  benefits  or  becomes  certifiable 
as  a  qualified  RR  beneficiary. 

An  application  filed  under  these  transitional  provisions  will  have  12 
months  retroactivity,  provided  the  individual  was  otherwise  eligible. 
However,  no  application  can  be  validly  filed  more  than  3  months  before 
the  individual  meets  all  requirements  except  for  the  filing  of  an 
application. 

No  individual  can  qualify  under  these  transitional  provisions  who: 

--at  the  beginning  of  the  first  month  he  meets  the  eligibility  require- 
ments is  a  member  of  a  communist  organization  referred  to  in  Section 
210(a) (17); 

— has,  before  the  beginning  of  the  first  month  he  meets  the  eligibility 
requirements,  been  convicted  of  any  offense  listed  in  Section  202(u); 
or 

— (l)  at  the  beginning  of  the  first  month  he  meets  the  eligibility 
requirements  is  covered  by  enrollment  in  a  health  benefits  plan  under 
the  Federal  Employees  Health  Benefits  Act  of  1959;   (2)  was  so  covered 
on  February  l6,  19^5;  or  (3)  could  have  been  so  covered  for  such 
first  month  if  he  or  some  other  person  had  availed  himself  of 
opportunities  to  enroll  or  continue  enrollment. 

The  exclusion  in  (3)  applies  only  if  the  individual  or  such  other 
person  was  a  Federal  employee  after  February  15,  19&5'     None  of  these 
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three  exclusions  apply  with  respect  to  any  month  for  which  an 
individual  is  not  covered  under  such  a  health  "benefits  plan  "because  he 
or  another  person  separated  from  Federal  service  and  was  not  eligible 
to  continue  such  coverage  after  separation. 

C.  Ineligibility  of  Certain  Aliens 

No  payments  will  be  made  under  part  A  for  items  or  services  furnished 
to  an  alien  in  a  month  for  which  his  CASI  benefits  are  or  would  be 
withheld  under  Section  202(t)  because  of  his  absence  from  the  U.S. 

D.  Persons  Convicted  of  Subversive  Offenses 

If  an  individual  is  convicted  of  an  offense  of  espionage, 
sabotage,  treason,  sedition,  or  subversive  activities,  a  court  may 
impose  the  following  additional  penalty:    wages  in  or  before  the 
quarter  in  which  he  is  convicted  and  net  earnings  from  self -employment 
in  or  before  the  taxable  year  in  which  he  is  convicted  must  be  dis- 
regarded in  determining  whether  such  individual  is  entitled  to  hospital 
insurance  benefits  under  part  A.     (See  (B)  above  for  effect  of 
conviction  for  subversive  offenses  in  the  uninsured  cases. ) 


105.     CONDITIONS  OF  AND  LIMITATIONS  ON  PAYMENT  FOR  SERVICES 

A.     Requests  and  Certifications 

Payment  for  services  (except  in  the  case  of  emergency  services) 
furnished  an  individual  may  be  made  only  to  qualified  providers  and 
only  if: 

1.  a  written  request  for  such  payment,  signed  by  such  individual,  is 
filed  in  the  form,  manner,  within  the  time,  and  by  such  person  as 
the  regulations  shall  prescribe,  and 

2.  a  physician  certifies  (and  recertifies  as  explained  below)  to  one 
of  the  following: 

a.  In  the  case  of  inpatient  hospital  (other  than  psychiatric  and 
TB  hospital)  services,  the  services  were  required  on  an 
inpatient  basis,  for  the  individual's  medical  treatment  or  for 
purposes  of  an  inpatient  diagnostic  study  which  was  medically 
required  and  necessary. 

b.  In  the  case  of  inpatient  psychiatric  hospital  services,  the 
services  were  required  on  an  inpatient  basis,  by  or  under  the 
supervision  of  a  physician,  for  psychiatric  treatment;  and  the 
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treatment  could  reasonably  "be  expected  to  improve  the 
individual's  condition,  for  which  the  treatment  was  necessary, 
or  the  services  were  for  purposes  of  an  inpatient  diagnostic 
study  which  was  medically  required. 

c.  In  the  case  of  inpatient  TB  hospital  services,  the  services 
were  required  on  an  inpatient  "basis,  hy  or  under  the  super- 
vision of  a  physician,  for  the  treatment  of  IB;  and  the 
treatment  could  he  reasonably  expected  to  improve  the 
individual's  condition  or  render  it  noncommunicahle. 

d.  In  the  case  of  post -hospital  extended  care  services,  the 
services  were  required  on  an  inpatient  basis  because  the 
individual  needed  skilled  nursing  care  on  a  continuing  basis 
for  a  condition  for  which  he  had  been  receiving  inpatient 
hospital  services  prior  to  transfer  to  the  extended  care 
facility,  or  for  a  condition  that  arose  after  the  transfer  and 
while  still  in  the  extended  care  facility  for  treatment  of  the 
condition  for  which  he  had  received  inpatient  hospital 
services. 

e.  In  the  case  of  post-hospital  home  health  services,  the  services 
were  required  because  the  individual  was  confined  to  his  home 
and  needed  skilled  nursing  care  on  an  intermittent  basis,  or 
physical  or  speech  therapy,  for  any  condition  for  which  he  was 
receiving  inpatient  hospital  services  or  post-hospital  extended 
care  services;  a  plan  for  furnishing  these  services  had  been 
established  and  was  periodically  reviewed  by  a  physician;  and 
the  services  were  furnished  while  the  individual  was  under  the 
care  of  a  physician. 

f.  In  the  case  of  outpatient  hospital  diagnostic  services,  the 
services  were  required  for  diagnostic  study. 

A  physician  must  recertify  to  the  continuation  of  a  condition  described 
in  (2)  above  at  prescribed  intervals  where  the  services  are  furnished 
for  more  than  a  specified  number  of  days.     However,  for  inpatient 
hospital  services  the  first  recertif ication  must  be  made  no  later  than 
20  days  after  the  beginning  of  such  services. 

As  provided  by  regulations,  the  certification  and  recertif ication 
requirements  of  (2)  above  will  be  deemed  satisfied  where,  at  a  date 
later  than  ordinarily  required,  the  physician  does  make  the  appropriate 
certification,  but  only  if  the  late  certification  is  accompanied  by 
medical  and  other  evidence  to  be  specified  by  regulations. 
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B.    Psychiatric  Hospital  Records 


Payment  for  inpatient  psychiatric  hospital  services  may  not  "be  made 
unless  the  services  are  those  which  the  hospital  records  indicate  were 
furnished  when  the  individual  was  receiving  intensive  treatment, 
admission  and  related  services  necessary  for  a  diagnostic  study,  or 
equivalent  services. 

C.  TB  Hospital  Records 

Payment  for  inpatient  TB  hospital  services  may  not  "be  made  unless  the 
services  are  those  which  the  hospital  records  indicate  were  furnished 
when  the  individual  was  receiving  treatment  which  could  reasonably  be 
expected  to  improve  his  condition  or  render  it  noncommunicable. 

D.  Utilization  Review  Decision 

Payment  may  not  be  made  for  inpatient  hospital  services  furnished  after 
20  days  of  continuous  services,  or  for  post-hospital  extended  care 
services  furnished  for  more  than  a  period  to  be  specified  in  regula- 
tions, where  a  finding  was  made  before  the  time  of  the  patient's 
admission  that  the  hospital  or  facility  does  not  have  a  proper  utiliza- 
tion review  of  long-stay  cases. 

E.  Medical  Need  for  Continued  Services 

Payment  may  not  be  made  for  inpatient  hospital  services  or  post- 
hospital  extended  care  services  furnished  to  an  individual  for  more 
than  3  days  after  notice  of  finding  (by  the  physician  members  of  the 
group)  that  a  further  stay  in  the  hospital  or  facility  is  not  medically 
necessary. 

F.  Reasonable  Cost  of  Services 

The  amount  paid  to  any  provider  of  services  will  "be  the  reasonable 
cost  of  such  services,  subject  to  the  provisions  in  103B  relating  to 
deductions  and  coinsurance.     (See  §  322  for  the  definition  of 
"reasonable  cost.") 

G.  Federal  Providers  of  Service 

No  payment  may  ordinarily  be  made  to  any  Federal  provider  of  services 
(except  in  the  case  of  emergency  hospital  services).     However,  if  the 
Federal  facility  is  providing  services  to  the  public  generally  as  a 
community  institution  or  agency,  such  facility  may  be  paid  as  a 
provider  of  services. 
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No  payment  may  "be  made  to  any  provider  of  services  for  any  item  or 
service  -which  the  provider  is  obligated  "by  lav,  or  because  of  a 
contract  with  the  U.S.,  to  render  at  public  expense. 

H.  Payment  for  Emergency  Hospital  Services 

Payment  will  be  made  to  a  non-participating  hospital  (one  which  has 
not  entered  into  an  agreement  with  the  Secretary)  for  inpatient 
hospital  services  or  outpatient  diagnostic  services  if  such  services 
were  emergency  services.     The  hospital  must  meet  certain  requirements 
(see  §  305(c));  the  amount  paid  will  be  based  on  cost  as  if  the 
hospital  were  a  qualified  provider;  and  the  hospital  would  have  to 
agree  not  to  charge  the  patient  for  the  covered  services  (except  for 
deductibles  and  such  other  charges  as  a  participating  hospital  might 
properly  make). 

Payment  under  this  section  may  also  be  made  for  emergency  inpatient 
hospital  services  furnished  an  individual  by  a  hospital  located  out- 
side the  U.S.  if: 

1.  the  individual  was  physically  present  in  a  place  within  the  U.S. 
at  the  time  the  emergency  occurred,  and 

2.  the  foreign  hospital  was  closer,  or  substantially  more  accessible 
than  the  nearest  adequate  and  available  hospital  within  the  U.S. 

I.  Payment  for  Inpatient  Hospital  Services  Prior  to  Notification  of  Non- 
eligibility 

If  a  hospital  acted  reasonably  and  in  good  faith  in  assuming  that  an 
individual  was  entitled  to  payment  for  services  under  part  A,  but  in 
fact  the  individual  was  not  entitled  because  he  had  already  exhausted 
his  90  days  of  hospital  services,  payment  will  still  be  made  to  the 
hospital  (unless  the  hospital  elects  not  to  receive  payment)  for 
services  furnished  before  the  hospital  was  notified  of  the  individual's 
lack  of  entitlement.     However,  payment  .may  not  be  made  for  services 
furnished  for  more  than  6  elapsed  days  (not  counting  Saturday,  Sunday, 
or  a  legal  holiday  as  an  elapsed  day)  after  the  day  of  the  individual's 
admission. 

The  hospital  must  be  an  otherwise  qualified  provider  of  services.  If 
payment  had  already  been  received  for  the  services  in  question,  the 
hospital  must  refund  such  payment. 

See  I  ^09  below  concerning  recovery  from  the  individual  (or  if  he  dies, 
from  survivor  benefits)  of  payments  made  under  the  "6-day  guarantee" 
provision. 
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106.     PAYMENT  TO  PROVIDERS  OF  SERVICES 


The  Secretary  will  periodically  determine  and  certify  the  amount  which 
should  he  paid  to  each  provider  for  the  services  furnished  by  it.  Payment 
will  be  made  from  the  Federal  Hospital  Insurance  Trust  Fund  as  prescribed 
by  regulations  but  not  less  often  than  once  a  month.     Payment  will  be  made 
prior  to  audit  or  settlement  by  the  GAO,  subject  to  later  adjustments  for 
previously  made  overpayments  or  underpayments. 

However ,  no  payment  will  be  made  to  any  provider  unless  it  furnishes 
whatever  information  is  requested  to  determine  the  proper  amounts  due. 


783-462  0-65-2 
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107.  USE  OF  PUBLIC  AGENCIES  AND  PRIVATE  ORGANIZATIONS 
TO  PAY  PROVIDERS  OF  SERVICES 

A.  Nomination  and  Agreement 

If  any  group  or  association  of  providers  wishes  to  have  part  A 
payments  made  through  a  national,  State,  or  other  public  or 
private  organization,  and  nominates  such  agency  or  organization 
(hereafter  to  be  referred  to  as  the  fiscal  intermediary)  for  this 
purpose,  the  Secretary  may  enter  into  an  agreement  with  the  fiscal 
intermediary  providing  for: 

1.  a  determination  by  the  fiscal  intermediary  (subject  to  the 
Secretary's  review)  of  the  amount  of  payments  required  to  be 
made  to  the  provider,  and 

2.  the  making  of  such  payments  by  the  fiscal  intermediary  to  the 
provider. 

B.  Responsibilities  of  the  Fiscal  Intermediary 

The  agreement  may  also  provide  for  the  fiscal  intermediary  to  do  all 
or  any  part  of  the  following: 

1.  Provide  consultative  services  to  institutions  or  agencies  to 
enable  them  to  establish  and  maintain  fiscal  records  necessary 
to  participate  in  the  part  A  program  and  otherwise  to  qualify 
as  hospitals,  extended  care  facilities,  or  home  health  agencies. 

2.  Serve  as  a  center  for,  and  communicate  to  the  providers  involved, 
any  information  or  instructions  the  fiscal  intermediary  receives 
from  the  Secretary. 

3.  Make  such  audits  of  the  records  of  providers  involved  as  may  be 
necessary  to  insure  proper  payment. 

4.  Perform  any  other  functions  that  are  necessary  for  carrying 
out  their  agreement. 

C.  Limitations  to  Agreement 

The  Secretary  will  not  enter  into  an  agreement  with  any  fiscal 
intermediary  unless: 

1.     he  finds  that  to  do  so  is  consistent  with  effective  and 
efficient  administration;  and 
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2.  he  finds  the  fiscal  intermediary  is  willing  and  able  to  assist, 
and  agrees  to  assist,  the  providers  concerned  in  taking  appro- 
priate safeguards  against  unnecessary  utilization  of  services; 
and 

3.  the  fiscal  intermediary  agrees  to  furnish  the  Secretary  with 
whatever  information  the  fiscal  intermediary  acquires  which 
the  Secretary  may  consider  necessary  for  proper  administration. 

D.  Other  Conditions;  Advance  of  Funds;  Cost  of  Administration 

The  agreement  with  the  fiscal  intermediary  may  contain  any  terms  or 
conditions  found  necessary  or  appropriate  by  the  Secretary. 

It  may  provide  for  advances  of  funds  to  the  fiscal  intermediary 
for  the  making  of  payments  to  the  providers. 

The  agreement  will  provide  for  the  payment  of  as  much  of  the  cost 
of  administration  of  the  fiscal  intermediary  as  the  Secretary 
determines  is  necessary  and  proper  for  carrying  out  the  functions 
of  the  agreement. 

E .  Withdrawal  of  Nomination  and  Alternate  Selection 

The  nomination  of  a  fiscal  intermediary  by  a  group  or  association 
of  providers  will  not  be  binding  on  members  of  the  group  or 
association  which  so  notify  the  Secretary.     A  provider  may,  after 
giving  such  notice  as  is  required  by  the  agreement  with  the  fiscal 
intermediary,  withdraw  its  nomination.     A  provider  which  has 
withdrawn  its  nomination,  and  any  provider  which  has  not  previously 
made  a  nomination,  may  elect  to  receive  payments  from  any  other 
fiscal  intermediary  which  has  entered  into  an  agreement  with  the 
Secretary,  if  both  the  Secretary  and  the  fiscal  intermediary  so  agree. 
(Also,  a  provider  may  elect  to  receive  payments  from  the  Secretary.) 

F .  Termination  of  Agreement 

An  agreement  with  the  Secretary  may  be  terminated 

1.  by  the  fiscal  intermediary  at  such  time  and  upon  such  notice 
to  the  Secretary,   the  public,  and  the  providers,  as  may  be 
provided  in  regulations;  or 

2.  by  the  Secretary  at  such  time  and  upon  such  notice  to  the 
fiscal  intermediary,  the  providers,  and  the  public,  as  may  be 
provided  in  regulations  but  only  if  the  Secretary  finds,  after 
reasonable  notice  and  opportunity  for  hearing  given  to  the 
fiscal  intermediary,  that 
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a.  the  fiscal  intermediary  has  failed  substantially  to  carry 
out  the  agreement;  or 

b.  the  continued  delegation  of  some  or  all  of  the  functions 
listed  in  the  agreement  with  the  fiscal  intermediary  is 
disadvantageous  or  inconsistent  with  efficient  administra- 
tion. 


G.  Surety  Bond  Provision 

The  agreement  with  the  fiscal  intermediary  may  require  any  of  its 
officers  or  employees  certifying  payments  or  disbursing  funds  or 
otherwise  participating  in  carrying  out  the  agreement  to  give 
surety  bond  to  the  U.S.  in  such  amount  as  may  be  provided  in 
regulations . 

H.  Nonliability  Provisions 

1.  No  certifying  officer  will,  in  the  absence  of  gross  negligence 
or  intent  to  defraud  the  U.S.  be  liable  for  any  payments 
certified  by  him  pursuant  to  an  agreement  described  above. 

2.  No  disbursing  officer  will,  in  the  absence  of  gross  negligence 
or  intent  to  defraud  the  U.S.  be  liable  for  any  payment  made 
by  him  under  an  agreement  described  above,  if  the  payment  was 
based  on  a  voucher  by  a  certifying  officer. 

3.  No  fiscal  intermediary  will  be  liable  to  the  U.S.  for  any 
payments  made  under  (1)  or  (2)  above. 


A.     Taxes  to  Finance  Part  A  Benefits 

There  will  be  a  separate  payroll  tax  to  finance  part  A  benefits. 
The  rate  of  tax  will  be  the  same  for  employees,  their  employers, 
and  the  self-employed,  and  will  be  applied  to  an  earnings  base 
of  $6,600  for  years  after  1965.    The  schedule  of  tax  rates  is: 


108.  FINANCING  THE  BASIC  PLAN 


1966 


0.35% 
0.50% 
0.55% 
0.60% 
0.70% 
0 . 80% 


1967-72 
1973-75 
1976-79 
1980-86 


1987  and  later 
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Appropriations  from  general  revenues  into  the  Hospital  Insurance 
Trust  Fund  are  authorized  to  take  account  of  people  who  are  entitled 
to  part  A  benefits  only  because  they  are  deemed  insured  under  the 
transition  provision  described  in  §104(B). 

B.     Federal  Hospital  Insurance  Trust  Fund 

A  Federal  Hospital  Insurance  Trust  Fund  is  created  to  hold  amounts 
equal  to  the  taxes  for  hospital  insurance  benefits  collected  from 
employees,  their  employers,  and  self-employed  persons  (as  well  as 
amounts  appropriated  from  general  revenues,  as  explained  in  (A) 
above) ;  payments  for  services  under  part  A  will  be  made  from  this 
fund.     The  fund  will  be  administered  by  a  Board  of  Trustees  con- 
sisting of  the  Secretary  of  the  Treasury  (who  will  be  the  Managing 
Trustee),  the  Secretary  of  Labor,  and  the  Secretary  of  HEW,  all 
ex-officio.     The  Commissioner  of  Social  Security  will  serve  as 
Secretary  of  the  Board.     The  Managing  Trustee  is  authorized  to 
invest  trust  funds--only  in  interest-bearing  obligations  of  the 
United  States,  or  in  obligations  guaranteed  as  to  both  principal 
and  interest  by  the  United  States--not  needed  for  current  with- 
drawals, and  to  make  payments  from  the  fund  for  purposes  of 
part  A,   including  administrative  expenses. 
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200.  SUPPLEMENTARY  MEDICAL  INSURANCE  BENEFITS  FOR  THE  AGED 
(Part  B  -  The  Supplementary  Plan) 


201.  TYPES  OF  BENEFITS 

The  part  B  program  is  a  voluntary  supplementary  medical  insurance  plan 
for  individuals  aged  65  or  over  that  covers  a  substantial  part  of 
charges  for  physicians'  services  and  a  number  of  other  health  items 
and  services  not  covered  under  the  hospital  insurance  program  (part  A). 


202.  EFFECTIVE  DATE 
Entitlement  to  benefits  may  begin  as  early  as  7/1/66. 
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203.   BENEFITS  PROVIDED 


A.  Part  B  benefits  consist  of 

1.  Payments  made  either  to  or  on  behalf  of  an  individual  for 
"medical  and  other  health  services"  (defined  in  section  319) 
other  than  those  furnished  by  (or  under  arrangements  with) 

a  provider  of  services;  and 

2.  Payments  made  on  behalf  of  an  individual  for 

a.  home  health  services  for  up  to  100  visits  during  a 
calendar  year;  and 

b.  medical  and  other  health  services  which  are  furnished 
by  (or  under  arrangements  with)  a  provider  of  services. 

B.  Limitations  on  the  Amount  of  Payments 

1 .  The  $50  Deductible  for  a  Calendar  Year 

An  individual  is  responsible  for  payment  of  a  $50  deductible 
in  a  calendar  year;  i.e.,  his  expenses  incurred  in  that  year 
for  services  covered  under  part  B  must  be  reduced  by  $50 
before  payment  can  be  made  under  part  B  for  such  services. 
However,  the  amount  of  any  expenses  he  incurred  in  the  last 
3  months  of  a  calendar  year  and  applied  toward  the  deductible 
in  such  year  can  be  counted  toward  the  deductible  for  the 
following  year.     The  amount  of  any  deductible  imposed  with 
respect  to  outpatient  hospital  diagnostic  services  under  part  A 
furnished  in  any  year  will  be  regarded  as  an  incurred  expense 
under  part  B  for  such  year. 

2.  Effect  of  Entitlement  to  Payments  Under  Part  A 

Payment  may  not  be  made  under  part  B  for  services  furnished  an 
individual  if  he  is  entitled  to  have  payment  made  for  those 
services  under  part  A,  or  would  be  entitled  except  that  the 
expenses  involved  were  used  in  satisfying  a  deductible  or  other 
amount  by  which  payment  under  the  program  is  reduced  (as,  for 
example,  in  some  cases  where  the  expenses  for  inpatient  hospital 
services  come  to  less  than  the  inpatient  hospital  deductible). 
The  exception  regarding  amounts  paid  by  the  individual  toward 
the  outpatient  hospital  diagnostic  deductible  is  referred  to 
in  paragraph  1  above. 


-  17  - 


3.  Coinsurance 


a.  After  the  $50-deductible  requirement  has  been  satisfied, 
payment  will  be  made  under  part  B  for  80  percent  of  the 
reasonable  charges  for  medical  and  other  health  services 
furnished  by  (or  under  arrangements  with)  other  than  a 
provider  of  services. 

b.  An  exception  to  (a)  above  is  that  an  organization  which 
provides  medical  and  other  health  services  (or  arranges 
for  their  availability)  on  a  prepayment  basis  may  elect 
to  be  paid  80  percent  of  the  reasonable  cost  of  services 
for  which  payment  may  be  made  under  part  B  on  behalf  of 
individuals  enrolled  in  such  organization  if  it  undertakes 
to  charge  such  individuals  no  more  than  20  percent  of  such 
reasonable  cost  plus  any  deductible  amounts  payable  under 
part  B. 

c.  After  the  $50-deductible  requirement  has  been  satisfied, 
payment  may  be  made  under  part  B  for  80  percent  of  the 
reasonable  cost  of  home  health  services  and  the  medical 
and  other  health  services  furnished  by,  or  under  arrange- 
ments with,  a  provider. 

4.  Maximums  for  Certain  Services  for  Psychiatric  Patients 

There  is  a  limitation  on  the  expenses  that  can  be  counted  in  a 
calendar  year  for  the  treatment  of  mental,  psychoneurotic, 
and  personality  disorders  of  an  individual  while  he  is  not  an 
inpatient  of  a  hospital.     We  can  consider  as  incurred  expenses 
for  such  treatment  only  $312.50  or  62%  percent  of  such  expenses, 
whichever  is  smaller.     (Since  only  80  percent  payment  can  be 
made  under  part  B,  the  maximum  dollar  amount  that  could  ever 
be  paid  for  such  treatment  in  a  calendar  year  is  $250  or  50 
percent  of  the  charges,  whichever  is  less.) 

5.  Requirement  for  Information  on  Amounts  Due 

No  payment  can  be  made  under  part  B  unless  the  information 
necessary  to  determine  the  amount  of  such  payment  has  been 
furnished . 

Duration  of  Services 

1 .     Limitation  on  Payment  for  Home  Health  Services 

Payment  may  not  be  made  for  home  health  services  furnished  an 
individual  during  a  calendar  year  after  such  services  have 
been  furnished  to  him  for  100  visits  during  that  year. 
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2 .    When  Services  Count  Toward  the  Limitations 


Home  health  services  are  counted  for  purposes  of  the  limitation 
on  the  duration  of  services  only  if  payment  under  part  B  is  made, 
or  would  be  made  except  for  the  provision  described  in  (1)  above 
or  for  failure  to  meet  the  request  and  certification  requirements 
of  §206(A)  below. 

204.  ELIGIBILITY  FOR  BENEFITS 

A.  Persons  Eligible 

A  person  is  eligible  to  enroll  for  insurance  benefits  under  part  B 
if  he  has  attained  age  65,  and  meets  either  of  the  conditions  in 
(1)  or  (2)  below: 

1.  is  a  resident  of  the  U.S.  and  is  either 

a.  a  citizen  or 

b.  an  alien  lawfully  admitted  for  permanent  residence  who  has 
resided  in  the  U.S.  continuously  during  the  5  years 
immediately  before  the  month  he  applies  for  enrollment;  or 

2.  is  entitled  to  hospital  insurance  benefits  under  part  A. 

However,  no  person  may  enroll  if  he  has  been  convicted  of  certain 
offenses  of  espionage,  sabotage,  treason,  sedition,  or  subversive 
activities . 

See  §208  for  eligibility  requirements  of  individuals  receiving 
money  payments  under  public  assistance  programs. 

B.  Enrollment  Periods 

1.  An  individual  may  enroll  only  as  prescribed  by  regulations  and 
only  during  a  specified  enrollment  period. 

2.  a.     No  individual  may  enroll  for  the  first  time  more  than  3  years 

after  the  close  of  the  first  enrollment  period  during  which 
he  could  have  enrolled. 

b.     An  individual  whose  enrollment  has  terminated  may  not  enroll 
for  the  second  time  unless  he  does  so  in  a  general  enroll- 
ment period  which  begins  within  3  years  after  the  effective 
date  of  termination  of  his  prior  enrollment. 
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c.     No  individual  may  enroll  more  than  twice. 

3.  For  a  person  first  eligible  to  enroll  before  1/1/66,  his 
initial  general  enrollment  period  extends  from  9/1/65  to 
3/31/66.    However,  if,  in  accordance  with  regulations  to  be 
prescribed  by  the  Secretary,  he  establishes  good  cause  for 
failure  to  enroll  by  3/31/66,  he  may  enroll  at  any  time  before 
10/1/66. 

4.  For  a  person  first  eligible  to  enroll  on  or  after  1/1/66,  his 
initial  enrollment  period  begins  on  the  first  day  of  the  third 
month  before  eligibility  and  ends  7  months  later. 

5.  There  is  also  a  general  enrollment  period  from  10/1  to  12/31 
of  each  odd-numbered  year  beginning  with  1967. 

C.     Coverage  Period 

1.     The  coverage  period  is  the  period  during  which  an  enrolled 

individual  is  entitled  to  benefits  under  part  B  and  the  period 
for  which  premiums  are  due.     Payment  may  be  made  under  part  B 
only  for  expenses  incurred  during  a  coverage  period.  No 
coverage  period  can  begin  before  7/1/66.     Subject  to  this 
limitation,  an  individual's  coverage  period  begins  as  follows: 

a.  if  an  individual  enrolls  before  the  month  he  first  becomes 
eligible,  his  coverage  period  begins  on  the  first  day  of 
the  month  of  his  eligibility. 

b.  if  he  enrolls  _in  the  month  he  first  becomes  eligible,  his 
coverage  period  begins  on  the  first  day  of  the  month 
following  the  month  he  enrolls. 

c.  if  he  enrolls  in  the  month  following  the  month  he  first 
becomes  eligible,  his  coverage  period  begins  on  the  first 
day  of  the  second  month  following  the  month  he  enrolls. 

d.  if  he  enrolls  more  than  one  month  following  the  month  he 
first  becomes  eligible,  his  coverage  period  begins  on  the 
first  day  of  the  third  month  following  the  month  he  enrolls. 

e.  if  he  enrolls  in  an  October  1-December  31  general  enrollment 
period,  his  coverage  period  begins  on  the  July  1  after  the 
month  he  enrolls. 
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2.     A  coverage  period  will  continue  until  enrollment  has  been 
terminated: 

a.  by  the  filing  of  notice  during  a  general  enrollment  period 
that  the  individual  no  longer  wishes  coverage.     In  this 
case,  termination  is  effective  at  the  close  of  12/31  of  the 
year  in  which  notice  is  filed. 

b.  for  nonpayment  of  premiums.     In  this  case,   the  termination 
date  will  be  determined  as  prescribed  by  regulations,  under 
which  the  date  may  be  determined  so  as  to  provide  for  a 
grace  period  not  in  excess  of  90  days. 

An  individual  whose  entitlement  is  not  terminated  before  his 
death  is  entitled  to  part  B  services  for  the  month  in  which 
he  died. 

See  §208  for  coverage  of  individuals  receiving  money  payments 
under  public  assistance  programs. 


205.  PREMIUMS 

A.     Premium  Rate  Before  1968 

The  monthly  premium  for  an  individual  enrolled  for  part  B  benefits  will  be 
$3  for  months  preceding  1968.  A  similar  amount  will  come  from  general 
revenues . 

B.  Premium  Rate  Before  1968 

Between  7/1  and  10/1  of  1967  and  of  each  odd-numbered  year  thereafter, 
the  Secretary  will  determine  what  the  monthly  premium  should  be  for 
the  following  2  calendar  years.     This  amount  will  be  what  the 
Secretary  estimates  will  be  necessary  so  that  the  aggregate  premiums 
will  equal  one-half  of  the  benefits  and  administrative  expenses  under 
part  B  during  the  next  2  years,  including  an  appropriate  amount  for 
a  contingency  margin.     (The  other  one-half  of  part  B  costs  will 
come  from  general  revenues.) 

C.  Premium  Rates  for  Individuals  Who  Delay  Enrolling 

The  premium  rate  of  an  individual  who  enrolls  after  his  initial 
enrollment  period  will  be  increased  by  10  percent  for  each  full 
12  months  in  which  he  could  have  been,  but  was  not,  enrolled.  The 
non- enrollment  months  will  be  determined  as  follows:     the  number  of 
months  (if  any)  elapsing  between  the  close  of  his  initial  enrollment 


-  21 


period  and  the  close  of  the  enrollment  period  in  which  he  first 
enrolled,  plus  (where  applicable)  the  number  of  months  between 
the  close  of  his  first  coverage  period  and  the  close  of  the 
period  in  which  he  enrolled  for  the  second  time. 

D.     Rounding  of  Premium  Amount 

Any  monthly  premium  computed  as  explained  in  B  and  C  above  which  is 
not  a  multiple  of  10  cents  will  be  rounded  to  the  nearest  multiple 
of  10  cents. 


206.  PROCEDURES  FOR  PAYING  CLAIMS  OF  PROVIDERS  OF  SERVICES 

A.     Requests  and  Certifications 

Payment  for  services  (under  part  B)  furnished  an  individual  may  be 
made  to  participating  qualified  providers  only  if: 

1.  a  written  request  is  filed  by  or  on  behalf  of  the  individual; 
and 

2.  a  physician  certifies  (and  recertifies  as  necessary),  with  such 
supporting  materials  as  may  be  required,  to  one  of  the  following: 

a.  In  the  case  of  home  health  services,  the  services  were 
required  because  the  individual  was  confined  to  his  home 
and  needed  skilled  nursing  care  on  an  intermittent  basis, 
or  physical  or  speech  therapy;  and  a  plan  for  furnishing 
these  services  had  been  established  and  is  periodically 
reviewed  by  a  physician;  and  the  services  were  furnished 
while  the  individual  was  under  the  care  of  a  physician. 

b.  In  the  case  of  medical  and  other  health  services  (as 
described  in  §319),  the  services  were  medically  required. 

As  provided  by  regulations,  the  certification  and  recertif ication 
requirements  shall  be  deemed  satisfied  where,  at  a  date  later  than 
ordinarily  required,  the  physician  does  make  the  appropriate 
certification,  but  only  if  the  late  certification  is  accompanied 
by  medical  and  other  evidence  to  be  specified  by  regulations. 
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B.     Federal  Providers  of  Services 


No  payment  may  be  made  under  part  B  to  any  Federal  provider  of 
services  except  a  provider  which,  as  determined  under  regulations, 
is  providing  services  to  the  public  generally  as  a  community 
institution  or  agency. 

No  payment  may  be  made  to  any  provider  of  services  or  other  person 
for  any  item  or  service  which  the  provider  or  person  is  obligated 
by  a  law  of,  or  a  contract  with,  the  U.S.  to  render  at  public 
expense . 


207.  USE  OF  CARRIERS 

A.     Functions  of  Carriers 

To  provide  for  the  administration  of  benefits  under  the  supplemental 
plan  with  maximum  efficiency  and  convenience  for  beneficiaries  and 
for  providers  and  others  furnishing  services,  and  to  better  coor- 
dinate the  administration  of  benefits  under  part  A  and  part  B,  the 
Secretary  is  authorized  to  enter  into  contracts  with  carriers 
(including  part  A    fiscal  intermediaries  as  described  in  §107)  which 
will  perform  some  or  all  of  the  following  functions  (or  get  other 
organizations  to  perform  them);  and  with  respect  to  any  of  the 
following  functions  which  involve  payments  for  physicians'  services 
the  Secretary  shall  to  the  extent  possible  enter  into  such  contracts: 

1.  make  determinations  of  rates  and  amounts  of  payments  to  be  made 
to  providers  and  other  persons  on  a  reasonable  cost  or 
reasonable  charge  basis  (whichever  is  applicable); 

2.  receive,  disburse,  and  account  for  funds  in  making  such 
payments ; 

3.  make  audits  of  the  records  of  providers  as  necessary  to 
assure  that  proper  payments  are  being  made; 

4.  determine  compliance  with  the  requirements  of  utilization 
review; 

5.  assist  providers  and  other  persons  who  furnish  services  in  the 
development  of  procedures  relating  to  utilization  practices, 
make  studies  of  the  effectiveness  of  such  providers  and  methods 
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for  their  improvement,  assist  in  the  application  of  safeguards 
against  unnecessary  utilization  of  services,  and  provide  pro- 
cedures for,  and  assist  in  arranging,  where  necessary,  the 
establishment  of  groups  outside  hospitals  to  make  reviews  of 
utilization; 

6.  serve  as  a  channel  of  communication  of  information  relating 
to  the  voluntary  supplemental  health  insurance  program;  and 

7.  otherwise  assist,  as  the  contract  may  provide,  in  discharging 
administrative  duties  necessary  to  carry  out  the  purposes  of 
the  part  B  program. 

B.     Specific  Provisions  of  Contracts  Relating  to  Payments 

Each  contract  with  a  carrier  shall  provide  that  the  carrier: 

1.  will  take  whatever  action  is  necessary  to  assure  that,  where 
payment  is  on  a  cost  basis,  the  cost  is  reasonable  cost; 

2.  will  take  whatever  action  is  necessary  to  assure  that,  where 
payment  is  on  a  charge  basis: 

a.  the  charge  is  reasonable  and  not  higher  than  charges  for 
comparable  services  and  under  comparable  circumstances 
to  policyholders  and  subscribers  of  the  carrier;  and 

b.  payment  will  be  made  on  the  basis  of  a  receipted  bill,  or 
on  the  basis  of  an  assignment  under  the  terms  of  which 
the  reasonable  charge  is  the  full  charge  for  the  service; 

3.  will  establish  and  maintain  procedures  for  a  fair  hearing  by 
the  carrier  of  individuals  when: 

a.  requests  for  payment  for  services  furnished  are  denied, 
or  not  acted  upon  with  reasonable  promptness,  or 

b.  the  amount  of  payment  is  in  controversy; 

4.  will  furnish  to  the  Secretary  such  timely  information  and 
reports  as  necessary  to  perform  his  functions;  and 

5.  will  maintain  such  records  and  afford  such  access  to  them  as 
necessary  to  assure  the  correctness  and  verification  of  the 
information  and  reports  to  be  furnished  under  (4)  above,  and 
otherwise  to  carry  out  the  purposes  of  the  part  B  program;  and 
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6.     shall  contain  whatever  other  terms  and  conditions  not 

inconsistent  with  this  section  as  the  Secretary  may  find 
necessary  or  appropriate. 

In  determining  the  reasonable  charge,  there  shall  be  taken  into 
consideration  the  customary  charges  of  this  physician  (or  other 
person  rendering  the  service)  as  well  as  the  prevailing  charges 
in  the  locality  generally  made  for  similar  services. 

C.  Competitive  Bidding  Not  Necessary 

Contracts  with  carriers  may  be  entered  into  without  regard  to 
section  3709  of  the  Revised  Statutes  or  any  other  provision  of 
law  requiring  competitive  bidding. 

D.  Efficient  and  Effective  Performance;  Other  Requirements 

No  contract  shall  be  entered  into  with  any  carrier  unless  the 
Secretary  finds  that  the  carrier  will  perform  its  obligations 
efficiently  and  effectively,  and  will  meet  the  requirements  of 
financial  responsibility,  legal  authority,  and  other  matters  as 
the  Secretary  finds  pertinent. 

E.  Length  of  Contract;  Termination 

Each  contract  with  a  carrier  shall  be  for  a  term  of  at  least  1  year 
and  may  be  made  automatically  renewable  from  term  to  term  in  the 
absence  of  notice  by  either  party  of  intentions  to  terminate  at 
the  end  of  the  current  term. 

However,  the  Secretary  may  terminate  any  contract  at  any  time  (after 
such  reasonable  notice  and  opportunity  for  hearing  to  the  carrier 
as  provided  by  regulations)  if  he  finds  that  the  carrier: 

1.  has  failed  substantially  to  carry  out  the  contract,  or 

2.  is  carrying  out  the  contract  in  a  manner  inconsistent  with 
efficient  and  effective  administration. 

F.  Advance  of  Funds;  Cost  of  Administration 

A  contract  with  a  carrier  may  provide  for  advances  of  funds  to 
the  carrier  for  making  payments  to  providers  and  other  persons 
furnishing  services. 

It  will  provide  for  the  payment  of  the  cost  of  administration  as  the 
Secretary  determines  is  necessary  and  proper  for  carrying  out  the 
functions  of  the  contract. 
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G.     Surety  Bond  Provision 


The  contract  with  the  carrier  may  require  the  carrier  or  any  of  its 
officers  or  employees  certifying  payments  or  disbursing  funds  or 
otherwise  participating  in  carrying  out  the  contract  to  give 
surety  bond  to  the  U.S.  in  an  amount  as  the  Secretary  may  deem 
appropriate . 

H.  Nonliability  Provisions 

1.  No  certifying  officer  of  a  carrier  shall,  in  the  absence  of 
gross  negligence  or  intent  to  defraud  the  U.S.  be  liable  for 
payments  certified  by  him  under  a  contract  as  described  above. 

2.  No  disbursing  officer  of  a  carrier  shall,  in  the  absence  of 
gross  negligence  or  intent  to  defraud  the  U.S.  be  liable  for 
any  payment  made  by  him  if  it  was  based  on  a  voucher  signed 
by  a  certifying  officer  described  in  (1)  above. 

3.  No  carrier  will  be  liable  to  the  U.S.   for  any  payments  referred 
to  in  (1)  or  (2)  above. 

I.  Definition  of  Carrier 

For  purposes  of  the  supplemental  health  insurance  benefits  program, 
the  term  "carrier"  means: 

1.  with  respect  to  providers  of  services  and  other  persons--a 
voluntary  association,  corporation,  partnership,  or  other 
nongovernmental  organization  which  is  lawfully  engaged  in 
providing,  paying  for,  or  reimbursing  the  cost  of,  health 
services  under  group  insurance  policies  or  contracts,  medical 
or  hospital  service  agreements,  membership  or  subscription 
contracts,  or  similar  group  arrangements,  in  consideration  of 
premiums  or  other  periodic  charges  payable  to  the  carrier, 
including  a  health  benefits  plan  duly  sponsored  or  underwritten 
by  an  employee  organization;  and 

2.  with  respect  to  providers  of  services  only--any  agency  or 
organization  (not  described  in  (1)  above)  with  which  an 
agreement  is  in  effect  in  accordance  with  §107  above. 
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208.   STATE  AGREEMENTS 

A.  Coverage  of  Individuals  Receiving  Money  Payments  Under  PA 

At  the  request  of  a  State  made  before  1/1/68,  the  Secretary  will 
enter  into  an  agreement  with  the  State  to  enroll  for  supplementary 
health  insurance  benefits  all  eligible  individuals,  as  defined 
below,  in  the  following  coverage  groups: 

1.  eligible  individuals  receiving  money  payments  under  a  plan  of 
the  State  approved  under  Title  I  (Old-Age  Assistance  and 
Medical  Assistance  for  the  Aged)  or  Title  XVI  (Aid  to  the 
Aged,  Blind,  or  Disabled,  or  for  Such  Aid  and  Medical  Assistance 
for  the  Aged) ,  or 

2.  eligible  individuals  receiving  money  payments  under  all  of  the 
plans  of  the  State  approved  under  Titles  I  (Old-Age  and  Medical 
Assistance  for  the  Aged),  IV  (Aid  and  Services  to  Needy 
Families  with  Children),  X  (Aid  to  the  Blind),  XIV  (Aid  to  the 
Permanently  and  Totally  Disabled),  and  XVI  (Aid  to  the  Aged, 
Blind,  or  Disabled,  or  for  Such  Aid  and  Medical  Assistance  for 
the  Aged) . 

However,  any  individual  entitled  to  monthly  OASDI  benefits  or  to  a 
RR  annuity  or  pension  will  be  excluded. 

An  individual  is  "eligible"  if  he  meets  the  requirements  of  §204A 
on  the  date  an  agreement  covering  him  is  entered  into;  or  if  he 
meets  the  requirements  at  any  time  after  that  date  and  before 
1/1/68. 

An  individual  is  considered  to  be  "receiving  money  payments"  if 
he  receives  them  for  the  month  the  agreement  is  entered  into  or 
any  subsequent  month  before  1/1/68. 

B.  Monthly  Premium 

The  monthly  premium  to  be  paid  by  the  State  is  determined  in 
accordance  with  §205  above,  except  that  the  increases  in 
premium  rate  because  of  late  enrollment  do  not  apply. 

C.  Coverage  Periods 

1 .     Beginning  Date 

The  individual's  coverage  period  begins  on  the  latest  of 
the  following: 
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a.  7/1/66, 


b.  the  first  day  of  the  third  month  after  the  month  in  which 
the  State  agreement  is  entered  into, 

c.  the  first  day  of  the  first  month  in  which  the  individual 
is  both  "eligible"  and  a  member  of  an  appropriate  coverage 
group, 

d.  a  date,  not  later  than  1/1/68,  specified  in  the  agreement. 

2.  Ending  Date 

The  individual's  coverage  period  ends  on  the  last  day: 

a.  of  the  month  in  which  the  State  determines  he  has  become 
ineligible  for  the  appropriate  money  payments;  or 

b.  of  the  month  before  the  month  for  which  he  becomes  entitled 
to  monthly  OASDI  benefits  or  a  RR  annuity  or  pension, 

whichever  occurs  first. 

3 .  Deemed  Enrollment 

An  individual  whose  coverage  period  under  a  State  agreement 
is  terminated,  will  be  deemed  to  have  enrolled  in  the  initial 
general  enrollment  period  described  in  §204(B)(3)  above,  so 
that  his  coverage  will  continue  until  terminated  for  failure 
to  pay  premiums  or  by  timely  filed  notice  that  he  wishes  to 
terminate  his  coverage. 

D.     State  Agency  as  Carrier 

The  agreement  may  specify  that  the  State  agency  which  administers 
the  State  plan  approved  under  Titles  I,  XVI,  or  XIX  shall  act  as 
the  "carrier"  for  eligible  individuals  receiving  money  payments 
under  Title  I,  IV,  X,  XIV,  or  XVI. 

The  agreement  will  also  contain  provisions  to  facilitate  the 
financial  transactions  of  the  State  and  the  carrier  with 
respect  to  deductions,  coinsurance,  etc.,  in  the  interest 
of  economy  and  efficiency. 
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209.     FINANCING  THE  SUPPLEMENTARY  PLAN 

Premiums 

1 .  Collection  from  Social  Security  Beneficiaries  Entitled  to  Receive 
Monthly  Benefits 

Monthly  premiums  will  be  collected  from  persons  receiving  monthly 
social  security  benefits  by  deducting  the  premiums  from  the  social 
security  benefit  amounts.     The  Secretary  of  the  Treasury  will 
periodically  transfer  from  the  OASI  and  DI  Trust  Funds  to  the 
Supplementary  Medical  Insurance  Trust  Fund  the  total  of  amounts 
deducted  from  cash  benefits  for  premiums. 

2 .  Collection  from  RR  Beneficiaries 

An  individual  receiving  a  pension  or  annuity  payment  under  the  RR 

Act  will  have  the  monthly  premium  deducted  from  such  payments.  The 

Secretary  of  the  Treasury  will  periodically  transfer  from  the  RR 

Account  to  the  Supplementary  Medical  Insurance  Trust  Fund  the  total 
amounts  deducted  for  premiums. 

3 .  Collection  from  Individuals  Entitled  to  Both  Social  Security  and 
Railroad  Benefits 

If  an  individual  is  entitled  to  both  social  security  benefits  and  an 
annuity  or  pension  under  the  RR  Act,  the  deduction  for  premiums  will 
be  made  from  the  social  security  benefits  which  he  receives,  except 
in  cases  where  the  individual's  entitlement  to  social  security 
benefits  began  after  the  month  he  enrolled  and  after  his  entitlement 
to  an  annuity. 

4 .  Collection  from  Civil  Service  Annuitants 

If  an  annuitant  under  the  Federal  civil  service  retirement  system 
enrolls  and  he  is  not  entitled  to  either  OASDI  or  railroad  retire- 
ment benefits,  his  premium  amounts  will  be  withheld  from  his  monthly 
annuity.     If  the  spouse  of  the  annuitant  enrolls  and  is  not  herself 
entitled  to  an  OASDI  or  RR  benefit,  her  premium  will  also  be  with- 
held from  his  annuity,  with  his  consent.     The  Secretary  of  the 
Treasury  will  periodically  transfer  from  the  Civil  Service  Retire- 
ment and  Disability  Fund  to  the  Supplementary  Medical  Insurance 
Trust  Fund  the  total  amounts  deducted  for  premiums. 
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5 .  Collection  from  an  Individual  Who  is  Neither  a  Social  Security  nor 
RR  Beneficiary  nor  a  Civil  Service  Annuitant 

An  individual  who  participates  in  the  part  B  program  but  is  neither 
a  social  security  nor  RR  beneficiary  nor  a  civil  service  retirement 
annuitant  must  pay  his  premiums  to  the  Secretary  in  a  manner  to  be 
prescribed  in  regulations. 

6 .  Period  for  Which  Premiums  are  Payable 

Premiums  are  payable  for  the  period  beginning  with  the  first  month 
of  the  individual's  coverage  period  and  ending  with  the  month  in 
which  he  dies,  or  in  which  his  coverage  period  ends,  whichever 
first  occurs. 

7 .  When  Premium  Amounts  Exceed  Cash  Benefits 

An  individual  who  estimates  that  the  amount  of  social  security  or 
railroad  retirement  benefits  available  for  deduction  of  premiums 
for  any  period  will  be  less  than  the  amount  of  premium  for  that 
period  may  in  accordance  with  regulations  pay  the  Secretary  as  much 
of  the  remaining  part  of  the  premium  for  the  period  as  he  desires. 

B o     Federal  Supplementary  Medical  Insurance  Trust  Fund 

A  Federal  Supplementary  Medical  Insurance  Trust  Fund  is  created.  To 
assure  prompt  payment  of  benefits  and  administrative  expenses  under 
part  B  during  the  early  months  of  operation,  and  to  provide  a  contingency 
reserve,  an  appropriation  is  authorized  to  remain  available  through 
calendar  year  1967,  for  repayable  advances  to  the  Trust  Fund,  of  an 
amount  equal  to  $18  multiplied  by  the  number  of  individuals  the  Secretary 
estimates  could  be  covered  under  part  B  in  July  1966. 

The  Fund  will  be  administered  by  a  Board  of  Trustees  consisting  of  the 
Secretary  of  the  Treasury  (who  will  be  Managing  Trustee),  the  Secretary 
of  Labor,  and  the  Secretary  of  HEW,  all  ex  officio.    The  Commissioner  of 
Social  Security  will  be  the  Secretary  of  the  Board.     The  Managing 
Trustee  is  authorized  to  invest  trust  funds,  not  needed  for  current 
withdrawals,  only  in  interest  bearing  United  States  obligations  or  in 
obligations  guaranteed  by  the  United  States  as  to  both  principal  and 
interest  and  to  make  payments  provided  for  under  part  B  and  for  related 
administrative  expenses. 
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300.  DEFINITIONS 


301.  SPELL  OF  ILLNESS 

spell  of  illness  is  a  period  of  consecutive  days 

beginning  with  the  first  day  (not  included  in  a  previous  spell  of 
illness)  on  which  an  individual  entitled  to  benefits  under  part  A 
is  furnished  inpatient  hospital  services  or  extended  care  services, 
and 

ending  with  the  close  of  the  first  period  of  60  consecutive  days 
thereafter  on  each  of  which  he  was  neither  an  inpatient  of  a  hospital 
nor  an  inpatient  of  an  extended  care  facility.     (See  §305(B)  and  the 
last  paragraph  of  §310  respectively,  for  the  definition  of  hospital 
and  extended  care  facility  for  purposes  of  ending  a  spell  of  illness. 


302.   INPATIENT  HOSPITAL  SERVICES 

Inpatient  hospital  services  means  the  following  items  and  services 
furnished  to  an  inpatient  of  a  hospital: 

1.  bed  and  board; 

2.  such  nursing  and  other  related  services,  hospital  facilities,  and 
medical  social  services  as  are  ordinarily  furnished  by  the  hospit 
for  the  care  and  treatment  of  inpatients; 

3.  such  drugs,  biologicals,  supplies,  appliances,  and  equipment  for 
use  in  the  hospital,  as  are  ordinarily  furnished  by  the  hospital 
for  the  care  and  treatment  of  inpatients;  and 

4.  such  other  diagnostic  or  therapeutic  items  or  services  furnished 
by  the  hospital  or  by  others  under  arrangements  made  by  the 
hospital,  as  are  ordinarily  furnished  to  inpatients. 


B.     Inpatient  hospital  services  do  not  include: 


1.  the  services  of  a  private  duty  nurse  or  other  private  duty  attendant; 
or 

2.  medical  or  surgical  services  of  a  physician,  resident,  or  intern, 
except  for  any  intern  or  resident-in-training  under  a  teaching 
program  approved  by: 

(a)  the  Council  on  Medical  Education  of  the  American  Medical 
Association; 

(b)  in  the  case  of  an  osteopathic  hospital,  the  Committee  on 
Hospitals  of  the  Bureau  of  Professional  Education  of  the 
American  Osteopathic  Association;  or 

(c)  in  the  case  of  services  in  a  hospital  or  osteopathic  hospital 
in  the  field  of  dentistry,  the  Council  on  Dental  Education  of 
the  American  Dental  Association. 


303.     INPATIENT  PSYCHIATRIC  HOSPITAL  SERVICES 

Inpatient  psychiatric  hospital  services  means  inpatient  hospital  services 
furnished  to  an  inpatient  of  a  psychiatric  hospital. 


304.     INPATIENT  TUBERCULOSIS  HOSPITAL  SERVICES 

Inpatient  tuberculosis  hospital  services  means  inpatient  hospital  services 
furnished  to  an  inpatient  or  a  tuberculosis  hospital. 
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305.  HOSPITAL 


General  Definition 

Hospital  means  (subject  to  certain  limitations  to  be  described  below) 
an  institution  which: 

1.  is  primarily  engaged  in  providing,  by  or  under  the  supervision  of 
physicians,  to  inpatients: 

a.  diagnostic  and  therapeutic  services  for  medical  diagnosis, 
treatment,  and  care  of  injured,  disabled,  or  sick  persons,  or 

b.  rehabilitation  services  for  the  rehabilitation  of  injured, 
disabled,  or  sick  persons; 

2.  maintains  clinical  records  on  all  patients; 

3.  has  bylaws  in  effect  with  respect  to  its  staff  of  physicians; 

4.  has  a  requirement  that  every  patient  must  be  under  the  care  of  a 
physician; 

5.  provides  24-hour  nursing  service  rendered  or  supervised  by  a 
registered  professional  nurse,  and  has  a  licensed  practical 
nurse  or  registered  professional  nurse  on  duty  at  all  times; 

6.  has  in  effect  a  hospital  utilization  review  plan  (in  accordance 
with  §311  below) ; 

7.  where  State  or  local  law  provides  for  licensing,  is: 

a.  licensed  under  any  such  law,  or 

b.  is  approved,  by  the  State  or  local  licensing  agency,  as 
meeting  the  licensing  standards;  and 

8.  meets  whatever  other  requirements  the  Secretary  finds  necessary 
in  the  interest  of  health  and  safety,  except  that  any  additional 
requirements  may  not  be  higher,  except  as  provided  in  §402,  than 
comparable  ones  prescribed  for  the  accreditation  of  hospitals  by 
the  Joint  Commission  on  Accreditation  of  Hospitals.     (For  pro- 
visions deeming  certain  of  these  requirements  to  be  met  in  the 
case  of  accredited  institutions,  see  §404  below.) 
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B.     For  "Spell  of  Illness"  Purposes 


To  determine  how  long  an  individual  is  out  of  a  hospital  for  purposes 
of  ending  a  spell  of  illness,  an  institution  needs  only  to  meet  the 
requirement  in  (A)   (1)  above  to  be  considered  a  hospital. 

C .  Emergency  Hospital  Services 

In  determining  whether  emergency  hospital  services  are  covered,  an 
institution,  to  be  considered  a  hospital,  must  meet  the  requirements 
in  (1),  (2),   (3),  (4),   (5),  and  (7)  in  (A)  above. 

D.  Transfer  to  Post-Hospital  Services 

For  purposes  of  describing  the  institution  from  which  an  individual 
must  be  transferred  in  order  to  be  eligible  for  post-hospital  extended 
care  or  post-hospital  home  health  services,  an  institution  must  meet 
the  requirements  in  (1),  (2),   (3),  (4),  (5),  and  (7)  in  (A)  above. 

E.  Mental  Institution 

An  institution  which  is  primarily  for  the  care  and  treatment  of  mental 
diseases  is  not  included  in  the  general  definition  of  hospital  (except 
for  determining  when  a  spell  of  illness  ends).     However,  if  it  is  a 
psychiatric  hospital  as  described  in  §306,  it  is  a  hospital  for  purposes 
of  benefits  under  part  A,  the  basic  hospital  insurance  program. 

F.  Tuberculosis  Institution 

An  institution  which  is  primarily  for  the  care  and  treatment  of  TB  is 
not  included  in  the  general  definition  of  hospital  (except  for  determining 
when  a  spell  of  illness  ends).    However,  if  it  is  a  TB  hospital  as 
described  in  §307,  it  is  a  hospital  for  purposes  of  benefits  under  part  A, 
the  basic  hospital  insurance  program. 

G.  Christian  Science  Sanatorium 

The  term  "hospital"  includes  a  Christian  Science  Sanatorium  operated,  or 
listed  and  certified,  by  the  First  Church  of  Christ,  Scientist,  Boston, 
Massachusetts,  but  only  for  items  and  services  ordinarily  furnished  by 
such  institutions  to  inpatients.     Payment  may  be  made  for  these  services 
only  to  the  extent  and  subject  to  the  conditions  and  limitations  provided 
in  regulations. 
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306.     PSYCHIATRIC  HOSPITAL 


A .  General 

Psychiatric  hospital  means  an  institution  which: 

1.  is  primarily  engaged  in  providing,  by  or  under  the  supervision  of  a 
physician,  psychiatric  services  for  the  diagnosis  and  treatment  of 
mentally  ill  persons; 

2.  satisfies  the  requirements  of  (3),   (4),   (5),   (6),   (7),  and  (8)  in 
§305; 

3.  maintains  clinical  records  on  all  patients,  and  maintains  such  records 
as  the  Secretary  finds  necessary  to  be  able  to  determine  the  degree 
and  intensity  of  treatment  of  individuals  entitled  to  part  A  benefits; 

4.  meets  staffing  requirements,  as  the  Secretary  finds  necessary  for 
the  institution  to  be  able  to  carry  out  an  active  program  of  treat- 
ment ;  and 

5.  is  accredited  by  the  Joint  Commission  on  Accreditation  of  Hospitals. 

B .  Part  of  an  Institution 

A  distinct  part  of  an  institution  will  be  considered  a  psychiatric 
hospital  if: 

1.  the  institution  meets  the  requirements  in  (A)(1)  and  (2)  above; 

2.  the  distinct  part  meets  the  requirements  in  (A) (3  and  (4)  above; 
and 

3.  the  institution  is  accredited  by  the  Joint  Commission  on  Accreditation 
of  Hospitals,  or  the  distinct  part  meets  requirements  equivalent  to 
such  accreditation,  as  determined  by  the  Secretary. 
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307.     TUBERCULOSIS  HOSPITAL 


A .  General 

Tuberculosis  hospital  means  an  institution  which: 

1.  is  primarily  engaged  in  providing,  by  or  under  the  supervision  of 
a  physician,  medical  services  for  the  diagnosis  and  treatment  of 
tuberculosis ; 

2.  satisfies  the  requirements  of  (3),   (4),   (5),   (6),   (7),  and  (8)  in 
§305; 

3.  maintains  clinical  records  on  all  patients,  as  the  Secretary  finds 
necessary,  to  be  able  to  determine  the  degree  and  intensity  of 
treatment  of  individuals  covered  by  part  A  benefits; 

4.  meets  staffing  requirements  as  the  Secretary  finds  necessary  for  the 
institution  to  be  able  to  carry  out  an  active  program  of  treatment; 
and 

5.  is  accredited  by  the  Joint  Commission  on  Accreditation  of  Hospitals. 

B .  Part  of  an  Institution 

A  distinct  part  of  an  institution  will  be  considered  a  tuberculosis 
hospital  if: 

lo     the  institution  meets  the  requirements  in  (A)(1)  and  (2)  above; 

2„     the  distinct  part  meets  the  requirements  in  (A)(3)  and  (4)  above; 
and 

3.     the  institution  is  accredited  by  the  Joint  Commission  on  Accreditation 
of  Hospitals,  or  the  distinct  part  meets  requirements  equivalent  to 
such  accreditation,  as  determined  by  the  Secretary. 
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308.     EXTENDED  CARE  SERVICES 


Extended  care  services  means  the  following  items  and  services  furnished 
to  an  inpatient  of  an  extended  care  facility: 

A.  nursing  care  provided  by  or  under  the  supervision  of  a  registered 
professional  nurse; 

B.  bed  and  board  in  connection  with  the  furnishing  of  such  nursing  care; 

C.  physical,  occupational,  or  speech  therapy  furnished  by  the  extended 
care  facility  or  by  others  under  arrangements  made  by  the  facility; 

D.  medical  social  services; 

E.  such  drugs,  biologicals,  supplies,  appliances,  and  equipment,  furnished 
for  use  in  extended  care  facility,  as  are  ordinarily  furnished  by  the 
facility  for  the  care  and  treatment  of  its  inpatients; 

F.  medical  services  provided  under  an  approved  teaching  program  by  an 
intern  or  resident-in-training  of  a  hospital  with  which  the  facility 
has  a  transfer  agreement; 

G.  other  diagnostic  or  therapeutic  services  provided  by  a  hospital  with 
which  the  facility  has  a  transfer  agreement;  and 

H.  other  services  necessary  to  the  health  of  patients  as  are  generally 
provided  by  extended  care  facilities. 

Excluded,  however,  is  any  item  or  service  that  would  not  be  considered  an 
inpatient  hospital  service  if  furnished  to  an  inpatient  of  a  hospital. 
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309.     POST-HOSPITAL  EXTENDED  CARE  SERVICES 


Post-hospital  extended  care  services  means  extended  care  services  furnished 
an  individual  after  transfer  from  a  hospital  in  which  he  was  an  inpatient 
for  at  least  3  consecutive  days  before  discharge. 

If  he  is  admitted  to  the  extended  care  facility  within  14  days  after  dis- 
charge from  the  hospital,  he  is  deemed  to  have  met  the  transfer  time 
requirement . 

If  he  leaves  the  extended  care  facility  and  is  readmitted  to  the  same  or  any 
other  facility  within  14  days,  he  is  deemed  not  to  have  been  discharged. 


310.     EXTENDED  CARE  FACILITY 

Extended  care  facility  means  an  institution  (or  a  distinct  part  of  an 
institution)  which  has  a  transfer  agreement  with  one  or  more  qualified 
hospitals  having  agreements  with  the  Secretary  (in  accordance  with  §405 
below)  and  which: 

A.  is  primarily  engaged  in  providing 

1.  skilled  nursing  care  and  related  services  for  patients  who  require 
medical  or  nursing  care;  or 

2.  rehabilitation  services  for  injured,  disabled,  or  sick  persons; 

B.  has  policies  to  govern  its  services  developed  with  the  advice  of  (and 
periodically  reviewed  by)  a  professional  group  including  one  or  more 
physicians,  and  one  or  more  registered  professional  nurses; 

C.  has  a  physician,  a  registered  professional  nurse,  or  a  medical  staff 
responsible  for  the  execution  of  such  policies; 

D.  has  a  requirement  that  every  patient  must  be  under  the  care  of  a 
physician; 

E.  provides  for  having  a  physician  available  to  furnish  medical  care  in 

case  of  emergency; 

F.  maintains  clinical  records  on  all  patients; 

G»     provides  24-hour  nursing  service  sufficient  to  meet  nursing  needs  in 
accordance  with  the  policies  developed  pursuant  to  (B)  above,  and  has 
at  least  one  registered  professional  nurse  employed  full  time; 
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H.  provides  appropriate  methods  and  procedures  for  dispensing  and 
administering  drugs  and  biologicals; 

I.  has  a  utilization  review  plan,  as  defined  in  §311; 

J.     is  licensed  in  accordance  with  State  or  local  law,  or  approved  by  the 
State  or  local  licensing  agency  as  meeting  the  licensing  standards 
(where  applicable  State  or  local  law  requires  licensing  of  such 
institutions);  and 

K.    meets  other  conditions  relating  to  the  health  and  safety  of  patients 
as  the  Secretary  may  find  necessary. 

The  term  "extended  care  facility"  also  includes  a  Christian  Science 
sanatorium  subject  to  the  limitations  described  in  §325. 

Extended  care  facility  does  not  include  any  institution  which  is  primarily 
for  the  care  and  treatment  of  mental  diseases  or  TB. 

For  purposes  of  determining  when  a  spell  of  illness  ends,  an  institution 
which  meets  only  the  requirement  in  (A)  above  is  an  extended  care  facility 
whether  or  not  it  is  primarily  for  care  and  treatment  of  mental  disease  or  TB. 


311.     UTILIZATION  REVIEW  PLAN 

A  utilization  review  plan  of  a  hospital  or  extended  care  facility  is 
acceptable  if  it  is  applicable  to  services  furnished  to  beneficiaries 
entitled  to  benefits  under  Title  XVIII  and  provides: 

A.  for  review,  on  a  sample  or  other  basis,  of  admissions,  duration  of  stays, 
and  professional  services  (including  drugs  and  biologicals  furnished), 

to  assure  the  medical  necessity  of  services  and  promote  the  most 
efficient  use  of  available  health  facilities  and  services; 

B.  for  the  review  to  be  made  by:   (1)  a  staff  committee  of  the  institution 
which  includes  two  or  more  physicians;  or  (2)  by  a  similarly  composed 
group  outside  the  institution  which  may  be  established  by  the  local 
medical  society  and  by  hospitals  and  extended  care  facilities  in  the 
locality,  but  if,  and  for  so  long  as,  no  such  group  has  been  established 
for  serving  such  institution,  by  a  group  established  in  a  manner  approved 
by  the  Secretary; 
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C.  for  the  review  to  be  made  as  of,  or  promptly  after,  certain  days  in 
each  case  of  a  continuous  period  of  extended  duration,  as  may  be 
specified  in  regulations,  and  in  no  event  later  than  1  week  following 
each  such  day;  and 

D.  for  prompt  notification  to  the  institution,  the  individual,  and  his 
attending  physician  (after  opportunity  for  consultation  has  been 
provided  the  physician)  in  case  of  a  finding  that  further  stay  in 
the  institution  is  not  medically  necessary. 

The  utilization  review  plan  must  provide  for  review  by  a  group  outside 
the  institution  where  because  of  small  size  or,  in  the  case  of  an 
extended  care  facility,  because  of  lack  of  an  organized  medical  staff, 
it  is  impractical  for  the  institution  to  have  a  properly  functioning 
staff  committee. 


312.  AGREEMENTS  FOR  TRANSFER 

A.  A  hospital  and  an  extended  care  facility  are  considered  to  have  a 
transfer  agreement  in  effect  if  the  written  agreement  between  them 
(or,  where  both  institutions  are  under  common  control,  the  written 
undertaking  of  the  controlling  entity)  provides  reasonable  assurance 
that: 

1.  there  will  be  a  transfer  of  patients  between  the  institutions 
whenever  the  attending  physician  determines  such  a  transfer  to 
be  medically  appropriate;  and 

2.  there  will  be  an  interchange  between  the  facilities  of  medical  and 
other  information  needed  for  the  care  of  patients,  or  for  deter- 
mining whether  such  institutional  care  is  necessary. 

B.  An  extended  care  facility  may  be  deemed  to  have  a  transfer  agreement 
in  effect  when  the  requirements  in  (A)  above  are  not  met,  if,  and  for 
so  long  as,  the  appropriate  State  agency  (acting  under  an  agreement 
as  described  in  §403)  or  the  Secretary  (in  a  case  where  there  is  no 
such  agreement)  finds  that: 

1.  to  do  so  is  in  the  public  interest  and  is  essential  to  assuring 
extended  care  services  for  beneficiaries  in  the  community,  and 

2.  the  facility  attempted  in  good  faith  to  enter  into  a  transfer 
agreement  with  a  hospital  sufficiently  close  to  the  facility 
to  make  feasible  the  transfer  of  patients  between  them. 


-  40  - 


313.     HOME  HEALTH  SERVICES 


A.  Home  health  services  are  services  and  items  furnished  in  the  patient's 
residence  by  a  home  health  agency  (or  by  others  under  arrangements  made 
by  such  agency  with  them)  under  a  plan  established  and  supervised  by  a 
physician,  including: 

1.  part-time  or  intermittent  nursing  care  by  or  under  the  supervision 
of  an  RN; 

2.  physical,  occupational,  or  speech  therapy; 

3.  medical  social  services  under  the  direction  of  a  physician; 

4.  to  the  extent  permitted  in  regulations,  part-time  or  intermittent 
services  of  a  home  health  aide; 

5.  medical  supplies  (other  than  drugs  and  biologicals)  and  the  use  of 
medical  appliances  while  under  such  a  plan;  and 

6.  medical  services  of  interns  and  residents-in-training  under  an 
approved  teaching  program  of  a  hospital  with  which  the  agency  may 
be  affiliated. 

B.  Included,  too,  are  the  above  items  which  are  provided,  under  arrange- 
ments made  by  the  home  health  agency,  on  an  outpatient  basis  at  a 
hospital,  extended  care  facility,  or  rehabilitation  center  and  require 
equipment  which  cannot  readily  be  made  available  to  the  patient  at  his 
residence.     Transportation  of  the  patient  for  such  service  is  not 
included. 

C.  Excluded  is  any  item  or  service  which  would  not  be  covered  if  furnished 
to  an  inpatient  of  a  hospital. 
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314.  POST-HOSPITAL  HOME  HEALTH  SERVICES 


Post-hospital  home  health  services  means  home  health  services  which  are 
furnished  an  individual  within  1  year  after  his  most  recent  discharge 
from  a  hospital  of  which  he  was  an  inpatient  at  least  3  consecutive 
days  or,  if  later,  within  1  year  after  his  most  recent  discharge  from 
an  extended  care  facility  of  which  he  was  an  inpatient  entitled  to 
benefits  under  part  A,  but  only  if  the  plan  covering  the  home  health 
services  was  established  within  14  days  after  his  discharge  from  such 
hospital  or  extended  care  facility. 


315.  HOME  HEALTH  AGENCY 

A.  A  home  health  agency  is  a  public  agency  or  private  organization 
(or  a  subdivision  of  such  an  agency  or  organization)  which  meets 
the  following  requirements: 

1.  It  primarily  provides  skilled  nursing  and  other  therapeutic 
services . 

2.  It  has  policies  established  by  a  professional  group  associated 
with  the  agency  or  organization  (including  at  least  one 
physician  and  at  least  one  registered  nurse)  to  govern  the 
services,  and  provides  for  supervision  of  such  services  by  a 
physician  or  a  registered  nurse. 

3.  It  maintains  clinical  records  on  all  patients. 

4.  It  is  licensed  in  accordance  with  State  or  local  law  or  is 
approved  by  the  State  or  local  licensing  agency  as  meeting 
the  licensing  standards  (where  applicable  State  or  local 
law  requires  licensing  of  such  institutions). 

5.  It  meets  other  conditions  found  by  the  Secretary  to  be 
necessary  for  health  and  safety. 

B.  For  purposes  of  part  A,  home  health  agency  does  not  include  any 
agency  or  organization  which  is  primarily  for  the  care  and  treat- 
ment of  mental  diseases. 

C.  Home  health  agency  does  not  include  a  private  organization  which  is 
not  a  nonprofit  organization  exempt  from  Federal  income  taxation 
unless  it  is  licensed  under  State  law  and  meets  such  additional 
standards  and  requirements  as  may  be  prescribed  by  regulations. 
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316.  OUTPATIENT  HOSPITAL  DIAGNOSTIC  SERVICES 


A.  Outpatient  hospital  diagnostic  services  are  diagnostic  services 
which  are  ordinarily  furnished  to  outpatients  for  purposes  of 
diagnostic  study  by  the  hospital  or  by  others  under  arrangements 
made  by  the  hospital,  and  which  are  furnished  in  facilities  super- 
vised by  the  hospital  or  its  organized  medical  staff. 

B.  It  does  not  include  any  service  which  would  not  be  covered  if 
furnished  to  an  inpatient  of  a  hospital. 


317.  PHYSICIANS'  SERVICES 

Physicians1  services  means  professional  services  performed  by  physicians, 
including  surgery,  consultation,  and  home,  office,  and  institutional 
calls  (but  not  services  provided  by  an  intern  or  resident- in- training 
under  an  approved  teaching  program) . 


318.  PHYSICIAN 

Physician  means  a  doctor  of  medicine  or  osteopathy  who  is  legally 
authorized  to  practice  medicine  and  surgery  (including  osteopathy) 
by  the  State  in  which  he  performs  such  function,  or  a  doctor  of 
dentistry  or  of  dental  or  oral  surgery  who  is  legally  authorized  to 
practice  dentistry  by  the  State  in  which  he  performs  such  function 
but  only  with  respect  to  (a)  surgery  related  to  the  jaw  or  any 
structure  contiguous  to  the  jaw,  or  (b)  the  reduction  of  any  fracture 
of  the  jaw  or  any  facial  bone. 


319.  MEDICAL  AND  OTHER  HEALTH  SERVICES 

Medical  and  other  health  services  means  the  following  items  or  services 
(unless  they  otherwise  constitute  inpatient  hospital,  extended  care 
services  or  home  health  services): 

A.  Physicians'  services. 

B.  Services  and  supplies  furnished  as  an  incident  to  provision  of  a 
physician's  professional  service  if  commonly  furnished  in  a 
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physician's  office  and  are  commonly  rendered  without  charge  or 
included  in  the  physician's  bill,  and  hospital  services  incident 
to  physician's  services  rendered  to  outpatients;  drugs  and  bio- 
logicals  which  cannot  be  self -administered  are  included. 

C.  Diagnostic  X-ray  tests,  diagnostic  laboratory  tests,  and  other 
diagnostic  tests--except  that  no  diagnostic  tests  performed  in 
any  laboratory  which  is  independent  of  a  physician's  office  or  a 
hospital  are  included  under  part  B  unless  the  laboratory  is 
licensed  pursuant  to  State  law  or  is  approved  by  a  State  or  local 
agency  responsible  for  licensing  establishments  of  this  nature, 
and  meets  such  other  standards  relating  to  the  health  and  safety 
of  tests  as  the  Secretary  may  find  necessary. 

D.  X-ray,  radium,  and  radioactive  isotope  therapy,  including  materials 
and  services  of  technicians. 

E.  Surgical  dressings  and  devices  for  reduction  of  fractures  and 
dislocations . 

F.  Rental  of  durable  medical  equipment  including  iron  lungs,  oxygen 
tents,  hospital  beds,  and  wheel  chairs  used  in  the  patient's 
residence  (including  an  institution  used  as  his  home). 

G.  Ambulance  service,  where  the  patient's  condition  contraindicates 
the  use  of  other  methods  of  transportation,  but  only  to  the 
extent  provided  in  regulations. 

H.  Prosthetic  devices  (other  than  dental)  which  replace  all  or  part 
of  an  internal  body  organ,  including  replacement  of  such  devices. 

I.  Leg,  arm,  back  and  neck  braces,  and  artificial  legs,  arms  and 
eyes,  including  replacement  where  necessary  because  of  a  change 
in  the  patient's  condition. 
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320.  DRUGS  AND  BIOLOGICALS 


Drugs  and  biologicals  (except  for  purpose  of  the  exclusion  of  drugs 
and  biologicals  under  home  health  services)  mean: 

A.  Drugs  and  biologicals  which  are  included  (or  approved  for  inclusion 
in  the  United  States  Pharmacopoeia,  the  National  Formulary,  or  the 
United  States  Homeopathic  Pharmacopoeia,  or  in  New  Drugs  or 
Accepted  Dental  Remedies  (except  for  any  drugs  and  biologicals 
unfavorably  evaluated  therein). 

B.  Drugs  or  biologicals  which  are  approved  by  the  pharmacy  and  drug 
therapeutics  committee  of  the  medical  staff  of  the  hospital 
furnishing  such  drugs  and  biologicals  for  use  in  such  hospital. 


321.  PROVIDER  OF  SERVICES 

Provider  of  services  refers  to  a  hospital,  extended  care  facility,  or 
home  health  agency. 


322.  REASONABLE  COST 

A.  The  reasonable  cost  of  services  will  be  determined  under  regulations 
which  will  set  out  the  methods  to  be  used  and  the  items  to  be 
included  in  determining  cost  for  various  types  or  classes  of 
institutions,  agencies,  and  services.     However,  in  the  situations 
referred  to  in  (F),   (G) ,  and  (H)  below,  the  amount  determined  to 

be  payable  will  be  considered  the  reasonable  cost  of  the  services. 

B.  In  prescribing  regulations  for  determining  reasonable  cost,  the 
Secretary  must  consider  reimbursement  principles  generally  applied 
by  national  organizations  or  established  prepayment  organizations 
which  have  developed  such  principles. 

C.  The  regulations  shall  take  into  account  both  direct  and  indirect 
costs,  so  that  the  costs  attributable  to  individuals  covered  by  the 
insurance  programs  established  by  Title  XVIII  will  not  be  borne  by 
others,  and  the  costs  with  respect  to  others  will  not  be  paid  for 
by  the  Trust  Funds . 
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D.  Regulations  may  provide  for  determination  of  costs  on  a  per  diem, 
per  unit,  per  capita  or  other  basis,  may  provide  for  using 
different  methods  in  different  circumstances,  may  provide  for 
the  use  of  estimates  of  cost  of  particular  items  or  services, 
and  for  the  use  of  charges  or  a  percentage  of  charges  where  this 
method  reasonably  reflects  costs. 

E.  The  regulations  must  provide  for  making  retroactive  corrective 
adjustments  where,  for  any  provider  of  services  for  any  fiscal 
period,  the  total  reimbursement  produced  by  methods  of  deter- 
mining current  costs  result  in  either  an  overpayment  or  an 
underpayment . 

F.  Where  a  patient  receives  services  in  accommodations  more  expensive 
than  semi-private  accommodations,  payment  will  be  limited  to 

the  cost  of  semi-private  accommodations  unless  more  expensive 
accommodations  were  medically  necessary. 

G.  If  a  patient  receives  services  in  excess  of,  or  more  expensive 
than,  those  for  which  payment  can  be  made,  payment  cannot  exceed 
the  reasonable  cost  of  services  that  can  be  paid  for. 

H.  If  a  patient  is  placed  in  accommodations  less  expensive  than 
semi-private  accommodations  for  a  reason  the  Secretary  determines 
is  not  consistent  with  the  program's  purpose  (and  not  at  the 
patient's  request),  payment  will  be  limited  to  the  reasonable 
cost  of  semi-private  accommodations  minus  the  difference  between 
the  institution's  customary  charges  for  semi-private  accommoda- 
tions and  for  the  accommodations  furnished. 


I.     Semi-private  accommodations  means  two-bed,  three-bed,  or  four-bed 
accommodations . 
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323.     ARRANGEMENTS  FOR  CERTAIN  SERVICES 


Arrangements  means  those  under  which  the  receipt  of  payment  by  a  hospital, 
extended  care  facility,  or  home  health  agency  (whether  in  its  own  right  or 
as  an  agent)  for  services  to  an  individual  discharges  all  his,  or  any  other 
person's  financial  liability  for  the  services. 

32k.     STATE  AND  UNITED  STATES 

State  and  United  States  have  the  same  meaning  as  when  used  in  Title  II  of 
the  Social  Security  Act,  i.e.,  the  50  States,  the  District  of  Columbia, 
Puerto  Rico,  Virgin  Islands,  Guam,  and  American  Samoa. 

325.     EXTENDED  CARE  IN  CHRISTIAN  SCIENCE  SANATORIUMS 

Extended  care  facility  includes  a  Christian  Science  sanatorium  operated, 
or  listed  and  certified,  by  the  First  Church  of  Christ,  Scientist,  Boston, 
Massachusetts,  under  the  following  conditions: 

A.  Payment  for  post-hospital  extended  care  services  in  such  facilities 
may  be  made  only  to  such  extent  and  under  such  conditions,  limitations 
and  requirements  as  may  be  provided  in  regulations. 

B.  Services  in  such  facilities  will  be  covered  as  post-hospital  extended 
care  services  in  a  spell  of  illness  only  if  the  individual  elects  to 
have  them  so  covered  in  that  spell  of  illness. 

C.  Payment  for  post-hospital  extended  care  services  will  be  made  with 
respect  to  services  furnished  any  individual  in  either  Christian 
Science  sanatoriums  or  in  regular  extended  care  facilities,  but  not  in 
both,  during  the  same  spell  of  illness. 

D.  Payment  will  be  made  for  up  to  30  days  in  each  spell  of  illness 
(instead  of  the  100  days  applicable  to  extended  care  services  generally) 
and  payment  for  each  day  of  such  services  (instead  of  each  day  after 
the  20th  day)  will  be  reduced  by  a  coinsurance  amount  equal  to  one- 
eighth  the  inpatient  hospital  service  deductible  (a  $5  reduction 
initially) . 
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ij-OO.     MISCELLANEOUS  PROVISIONS 


kOl.     EXCLUSIONS  FROM  COVERAGE 

No  payment  may  "be  made  under  part  A  or  part  B  for  any  expenses  incurred 
for  items  or  services: 

A.  which  are  not  reasonable  and  necessary  for  the  diagnosis  or  treatment 
of  illness  or  injury  or  to  improve  the  functioning  of  a  malformed  "body 
member; 

B.  for  which  the  patient  has  no  legal  obligation  to  pay,  and  which  no 
other  person  (by  reason  of  the  individual's  membership  in  a  prepayment 
plan  or  otherwise)  has  a  legal  obligation  to  provide  or  pay  for; 

C.  which  are  paid  for  directly  or  indirectly  by  a  governmental  entity 
(other  than  under  these  amendments  or  under  a  health  "benefits  or 
insurance  plan  established  for  employees  of  such  an  entity),  except  in 
such  cases  as  the  Secretary  may  specify; 

D.  which  are  not  provided  within  the  U.S.   (with  the  exception  of  emergency 
services  described  in  §  105H); 

E.  which  are  required  as  a  result  of  war,  or  of  an  act  of  war,  occurring 
after  the  effective  date  of  the  individual's  current  coverage  under 
whichever  is  applicable,  part  A  or  part  B; 

F.  which  constitute  personal  comfort  items; 

G.  where  such  expenses  are  for  routine  physical  checkups,  eyeglasses  or 
eye  examinations  for  the  purpose  of  prescribing,  fitting,  or  changing 
eyeglasses,  hearing  aids  or  examination  therefor,  or  immunizations; 

H.  where  such  expenses  are  for  orthopedic  shoes  or  other  supportive 
devices  for  the  feet; 

I.  where  such  expenses  are  for  custodial  care; 

J.    where  such  expenses  are  for  cosmetic  surgery  or  are  incurred  in  con- 
nection therewith,  except  if  needed  for  the  prompt  repair  of  accidental 
injury  or  for  improvement  of  the  functioning  of  a  malformed  body 
member; 
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K.    where  such  expenses  constitute  charges  Imposed  by  Immediate  relatives 
of  the  individual  or  members  of  his  household;  or 

L.    where  such  expenses  are  for  services  in  connection  with  the  care, 
treatment,  filling,  removal,  or  replacement  of  teeth  or  structures 
directly  supporting  teeth.  » 

Payment  may  not  be  made  for  any  item  or  service  that  has  been  paid  for  or 
can  reasonably  be  expected  to  be  paid  for  under  a  workmen's  compensation 
law  or  plan  of  the  ILS.  or  a  State.    Any  payment  made  for  any  such  item  or 
service  shall  be  conditioned  on  reimbursement  when  notice  or  information 
is  received  that  payment  for  the  item  or  service  has  been  made  under  such 
a  law  or  plan. 


v 
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402.  WORKING  WITH  STATE  AGENCIES  AND  OTHERS  TO 
DEVELOP  CONDITIONS  OF  PARTICIPATION 


In  setting  up  health  and  safety  standards  for  participation  by 
providers  of  services  and  staffing  requirements  for  participation 
by  TB  and  psychiatric  hospitals,  the  Secretary  will  consult  with: 

A.  the  Health  Insurance  Benefits  Advisory  Council; 

B.  appropriate  State  agencies; 

C.  recognized  national  listing  or  accrediting  bodies. 

He  may  also  consult  with  appropriate  local  agencies. 

The  conditions  prescribed  may  be  varied  for  different  areas  or 
different  classes  of  institutions  or  agencies. 

At  the  request  of  a  State,  higher  requirements  may  be  set  for  such 
State  than  for  other  States. 

Where  a  State  or  political  subdivision  imposes  higher  requirements 
on  institutions  as  a  condition  for  the  purchase  of  services  under 
public  medical  assistance  programs  (Title  I,  XVI,  or  XIX),  the 
Secretary  will  impose  like  requirements  as  a  condition  to  the 
payment  for  services  in  such  situations  in  such  State  or  subdivision. 


403.  USE  OF  STATE  AGENCIES  TO  DETERMINE  COMPLIANCE 
BY  PROVIDERS  OF  SERVICES 

As  provided  by  agreement,  the  services  of  appropriate  State  and  local 
health  or  other  agencies  will  be  used  by  the  Secretary  in  determining 
whether  an  institution  meets  the  requirements  of  the  amendments  for 
participation  as  a  hospital  or  extended  care  facility,  whether  an 
agency  similarly  meets  the  requirements  for  a  home  health  agency,  or 
whether  a  laboratory  meets  the  appropriate  requirements  for  participa- 
tion. 

The  Secretary  may  also  utilize  the  services  of  appropriate  State  or 
local  agencies  to  provide  consultative  services  to  institutions  or 
agencies  to  assist  them: 

A.     to  establish  and  maintain  necessary  fiscal  records  and  otherwise 
qualify  as  providers; 
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B.  to  provide  information  needed  to  decide  whether  payments  are  due 
and  in  what  amount;  and 

C.  to  establish  required  utilization  review  procedures. 

States  will  be  reimbursed  for  the  reasonable  cost  of  performing 
these  functions,  and  for  a  fair  share  of  costs  attributable  to 
planning,  coordination,  and  improvement  of  these  functions. 


404.  EFFECT  OF  ACCREDITATION 

A.  Joint  Commission  on  Accreditation  of  Hospitals  (JCAH) 

Unless  higher  requirements  are  imposed  by  a  State  or  political 
subdivision  (as  stated  in  §402)  an  institution  will  be  deemed 
to  meet  the  requirements  for  being  a  "hospital"  in  §305  (except 
for  the  utilization  review  requirement),  if  the  institution  is 
accredited  as  a  hospital  by  the  JCAH.     If  the  JCAH,  as  a  condition 
for  accreditation,  adopts  a  utilization  review  (or  substantially 
similar)  requirement,  institutions  so  accredited  may  be  found 
also  to  meet  the  utilization  review  requirement. 

B.  American  Osteopathic  Association  (AOA)  or  Others 

If  the  Secretary  finds  that  accreditation  of  an  institution  or 
agency  by  the  AOA  or  any  other  national  accreditation  body 
provides  reasonable  assurance  that  any  or  all  of  the  requirements 
for  hospitals,  extended  care  facilities,  or  home  health  agencies, 
are  met,  he  has  discretion  on  the  basis  of  such  finding  to 
consider  the  requirement  or  requirements  met  by  the  institution 
or  agency  so  accredited. 


405.  AGREEMENT  WITH  PROVIDERS  OF  SERVICES 

A.     Non-allowable  Charges;  Refund 

A  provider  of  services  will  be  qualified  to  participate  and 
eligible  for  payment  if  it  files  an  agreement  with  the  Secretary: 

1.    not  to  charge,  except  as  provided  in  (B)  below,  any  individual 
or  other  person  for  items  and  services  covered  by  the  amend- 
ments; and 
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2.     to  return  any  money  incorrectly  collected. 


B.  Allowable  Charges 

1.  A  provider  of  services  may  charge  an  individual  or  other 
person  the  amount  of  authorized  deductibles  and  coinsurance 
described  in  §103 (B)  and  §203 (B). 

2.  Where,  at  the  request  of  the  individual,  a  provider  has  fur- 
nished items  or  services  in  excess  of  or  more  expensive  than 
those  covered  by  the  program,  a  provider  may  charge  for  the 
difference  between  its  customary  charges  for  the  service 
furnished  and  the  service  covered. 

3.  A  provider  may  charge  an  individual  for  the  first  3  pints  of 
whole  blood,  but: 

a.  any  excess  of  such  charge  over  the  cost  to  the  provider 
will  be  deducted  from  any  payment  made  under  this  Title 
(XVIII)  to  the  provider; 

b.  no  charge  may  be  made  to  the  individual  for  the  cost  of 
administration  of  such  blood;  and 

c.  no  charge  may  be  made  for  blood  that  has  been  replaced 
on  behalf  of  the  individual  or  arrangements  have  been 
made  for  its  replacement  on  his  behalf. 

C.  Termination 

An  agreement  with  the  Secretary  may  be  terminated: 

1.  by  the  provider,  at  such  time  and  upon  such  notice  (not  to 
exceed  6  months)  to  the  Secretary  and  the  public  as  provided 
in  regulations,  or 

2.  by  the  Secretary,  at  such  time  and  upon  such  notice  to  the 
provider  and  the  public  as  provided  in  regulations,  but 
only  if  the  Secretary  has  determined: 

a.  that  the  provider  is  not  complying  substantially  with 
the  provisions  of  the  law  and  regulations;  or 

b.  that  the  provider  is  no  longer  qualified  under  the 
law  to  participate;  or 

c.  that  the  provider  has  failed  to  provide  the  information 
needed  to  determine  whether  payments  were  due  and  in 
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what  amount;  or  has  refused  to  permit  examination  of  its 
records  as  necessary  for  verification  of  such  information. 

D.  Applicability  of  Termination 

A  termination  will  be  applicable: 

1.  for  inpatient  hospital  services  (including  TB  and  psychiatric 
hospital  services)  and  post-hospital  extended  care  services 
furnished  to  any  individual  admitted  to  the  hospital  or  extended 
care  facility  on  or  after  the  effective  date  of  termination; 

2.  for  home  health  services  furnished  to  an  individual  under  a  plan 
established  on  or  after  the  effective  date  of  termination,  or  if 
the  plan  is  established  before  the  effective  date  of  termination, 
for  services  furnished  to  the  individual  after  the  calendar 
year  in  which  termination  is  effective;  and 

3.  for  any  other  items  and  services  furnished  on  or  after  the 
effective  date  of  termination. 

E .  Filing  a  New  Agreement 

If  an  agreement  filed  by  a  provider  has  been  terminated  by  the 
Secretary,  the  provider  may  not  file  another  agreement  unless  the 
Secretary  finds  the  reason  for  the  termination  has  been  removed 
and  that  there  is  reasonable  assurance  it  will  not  recur. 

F.  Alternative  to  Termination 

If  the  Secretary  finds  that  timely  and  appropriate  review  of 
long-stay  cases  is  not  being  made  by  a  hospital  or  extended  care 
facility,  instead  of  terminating  the  agreement,  the  Secretary  may 
deny  payment  for  services  furnished  after  20  days  of  inpatient 
hospital  care  or  after  a  prescribed  period  in  the  extended  care 
facility. 

Such  denial  of  payment  will  be  effective  only  after  appropriate 
notice  is  given  to  the  hospital,  or  extended  care  facility  and  hos- 
pitals with  which  it  has  transfer  agreements,  and  to  the  public. 

The  effectiveness  of  such  a  decision  to  deny  payment  will  be 
terminated  when  the  Secretary  finds  that  the  reason  for  the 
decision  has  been  removed  and  can  be  reasonably  expected  not 
to  recur. 

No  such  decision  to  deny  payment  will  be  made  except  after  reasonable 
notice  and  opportunity  for  hearing  to  the  institution  or  agency 
involved. 
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k06.     HEALTH  INSURANCE  BENEFITS  ADVISORY  COUNCIL 


A.  A  Health  Insurance  Benefits  Advisory  Council  will  be  created  to  advise 
the  Secretary  on  general  policy  in  the  administration  of  the  health 
insurance  programs  and  in  the  formulation  of  regulations. 

B.  The  law  requires  the  Secretary  to  consult  with  the  Council  (as  well  as 
with  State  agencies  and  national  listing  or  accrediting  bodies)  in 
determining  conditions  of  participation  for  providers  of  services  in 
addition  to  those  specifically  enumerated  in  the  law. 

C.  The  Council  will  consist  of  l6  persons,  not  otherwise  in  the  employ  of 
the  U.S.,  who  will  "be  appointed  "by  the  Secretary.     It  will  include 
persons  outstanding  in  fields  related  to  hospital,  medical,  and  other 
health  activities,  and  at  least  one  person  representative  of  the 
general  public.    Members  will  serve  ^-year  terms  and  may  not  serve 
continuously  for  more  than  two  consecutive  terms.     The  Secretary  will, 
from  time  to  time,  select  one  of  the  group  to  serve  as  Chairman. 

D.  The  Secretary  may,  at  the  request  of  the  Council  or  otherwise,  appoint 
special  advisory  professional  or  technical  committees  to  help  carry  out 
the  objectives  of  the  health  insurance  programs. 

E.  The  Council  will  meet  as  often  as  the  Secretary  finds  necessary.  He 
must  call  a  meeting  whenever  at  least  k  members  request  one. 


If07.     NATIONAL  MEDICAL  REVIEW  COMMITTEE 

A.  A  National  Medical  Review  Committee  will  be  created  to  study  utiliza- 
tion of  hospital  and  other  medical  care  and  services  for  which  payment 
can  be  made  under  the  health  insurance  programs,  with  a  view  to 
recommending  any  change  desirable  in  the  utilization  of  care  and 
services,  or  in  the  administration  of  the  programs,  or  in  the  provi- 
sions of  Title  XVIII. 

B.  The  Committee  will  consist  of  9  persons,  not  otherwise  employed  by  the 
United  States,  who  will  be  appointed  by  the  Secretary.     The  members 
will  be  selected  from  among  individuals  who  are  representative  of 
organizations  and  associations  of  professional  personnel  in  the  field 
of  medicine  and  other  individuals  who  are  outstanding  in  the  field  of 
medicine  or  in  related  fields,  except  that  at  least  one  member  will 
represent  the  general  public  and  at  least  a  majority  will  be  physicians. 

C.  The  Committee  will  be  required  to  make  an  annual  report  to  the 
Secretary  of  the  results  of  its  study,  including  any  recommendations  it 
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may  have  with  respect  thereto,  and  such  report  will  be  transmitted  by 
the  Secretary  to  the  Congress. 

D.  Members  of  the  Committee  will  serve  3-year  terms  and  may  not  serve 
continuously  for  more  than  two  terms. 

E.  The  Committee  is  authorized  to  engage  technical  assistance  required 
to  carry  out  its  functions. 

408.  DETERMINATIONS:  APPEALS 

A.  The  Secretary  will,  in  accordance  with  regulations,  make  determinations 
of: 

1.  whether  an  individual  is  entitled  to  benefits  under  part  A  or 
part  B,  and 

2.  the  amount  of  benefits  under  part  A. 

B.  An  individual  who  is  dissatisfied  with  a  determination  as  to: 

1.  entitlement  under  part  A  or  part  B,  or 

2.  the  amount  of  benefits  under  part  A  (if  the  amount  in  issue  is 
$100  or  more) 

will  be  entitled  to  a  hearing  to  the  same  extent  as  provided  in 
section  205(b)  of  the  Social  Security  Act. 

In  the  case  of  a  determination  as  to  entitlement  or  as  to  amount  of 
benefits  where  the  amount  in  controversy  is  $1,000  or  more,  the 
individual  in  addition  will  be  entitled  to  judicial  review  as  pro- 
vided in  section  205(g). 

C.  Any  institution  or  agency  dissatisfied  with  any  determination  by  the 
Secretary 

1.  that  it  is  not  a  provider  of  services,  or 

2.  terminating  an  agreement 

will  be  entitled  to  the  same  hearing  and  judicial  review  rights  as  are 
now  provided  in  sections  205(b)  and  205(g)  of  the  Social  Security  Act. 

409.  OVERPAYMENTS 

A.    A  payment  to  a  provider  or  other  person  on  behalf  of  an  individual 
is  considered  a  payment  to  the  individual. 


-  55  - 


B.  Subsequent  cash  social  security  or  railroad  retirement  benefits 
payable  to  the  individual  will  (subject  to  (D)  below)  be  reduced 
to  effect  recovery  where: 

1.  an  overpayment  made  on  his  behalf  to  a  provider  of  services  or 
other  person  cannot  be  recouped  from  such  provider  or  person,  or 

2.  payment  is  made  for  an  individual  to  a  hospital  under  the  6-day 
guarantee  provision  (see  §1051). 

If  the  overpaid  individual  dies  before  the  full  amount  of  the  over- 
payment is  recovered,  subsequent  benefits  payable  on  the  same 
earnings  record  shall  be  reduced. 

C.  When  such  adjustment  to  effect  recovery  of  an  overpayment  is  determined 
to  be  necessary,  the  Secretary  will  certify  (and,  where  appropriate, 

to  the  Railroad  Retirement  Board)  the  amount  of  overpayment  that  needs 
to  be  adjusted. 

D.  No  adjustment  or  recovery  will  be  made  where  the  overpaid  individual 
is  without  fault  and  adjustment  or  recovery  would  defeat  the  purposes 
of  Title  II  of  the  Social  Security  Act  or  would  be  against  equity 
and  good  conscience. 

E.  No  certifying  or  disbursing  officer  will  be  held  liable  for  overpay- 
ment where  recovery  is  waived  or  not  completed  prior  to  the  death 
of  all  persons  against  whose  benefits  recovery  is  authorized. 


410.  RAILROAD  RETIREMENT  HEALTH  INSURANCE  PROVISIONS 

A.     The  Social  Security  Administration  will  be  responsible  for  making 

payments  to  providers  of  services  and  carrying  out  related  administra- 
tive functions  for  railroad  retirement  beneficiaries  who  are  certified 
to  be  eligible  under  part  A  by  the  Railroad  Retirement  Board. 

B      For  years  in  which  the  annual  earnings  and  tax  bases  of  the  railroad 
retirement  and  social  security  programs  are  equal,  hospital  insurance 
taxes  on  railroad  employment  will  be  levied  under  the  railroad 
retirement  taxing  provisions  of  law  and  transferred  to  the  Federal 
Hospital  Insurance  Trust  Fund.     In  these  years  the  Railroad  Retirement 
Board  will  make  determinations  as  to  the  rights  of  railroad  retirement 
beneficiaries  to  hospital  insurance  benefits,  and  provide  hospital 
insurance  benefits,  financed  from  the  Railroad  Retirement  Account, 
for  railroad  retirement  beneficiaries  in  Canadian  hospitals. 
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C      Should  there  he  years  in  which  the  tax  and  wage  "bases  of  the  two 

programs  are  not  equal,  hospital  insurance  taxes  for  such  years  would 
he  levied  under  the  social  security  taxing  provisions  of  the  law. 
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